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ORDER OF REFERENCE 


Housn or COMMONS, 
Tunspay, 6th March, 1928. 


Resolved,—That Standing Order 68 of the House of Commons, relating to 
appointment of the Select Standing Committees of the House, be amended by 
adding to the Select Standing Committees of the House for the present session, 
a Select Standing Committee on Railways and Shipping, owned, operated and 
controlled by the Government, to which will be referred the accounts and the 
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estimates of the Canadian National Railways and the Canadian Government 
Merchant Marine for the present session, for consideration and for report to the 


House, provided, however, that nothing in this resolution shall be construed: to — 


curtail in any way the full right of discussion in Committee of Supply; and ~ 


that the said Committee consist of Messrs. Bell (St. Antoine), Cantley, Chaplin, 


Drayton, Duff, Dunning, Fiset, Goodison, Harris, Jelliff, Jenkins, McLean — 


(Melfort), Milne, Power and Stevens. 


Attest. ARTHUR BEAUCHESNE,  _ 
Clerk of te House. 


Ordered,—-That the said Committee be empowered to examine and inquire 
into all such matters and things as may be referred to them by the House; and — 


to report from time to time their observations and opinions thereon, with power 
to send for persons, paper and records. , 
Attest. ARTHUR BEAUCHESNE, 
Clerk of the House. 


Wepnespay, March 21, 1928. 


Ordered,—That the preliminary statement of the Accounts of the Canadian ; 


National Railways for the year 1927, laid on the Table of the House on Tuesday, 
March 6, 1928, be referred to the Select Standing Committee on Railways and 
Shipping. 
Attest. ARTHUR BEAUCHESNE, 
Clerk of the House. 


THURSDAY, March 22, 1928. 


Ordered,—That 500 copies of the minutes of proceedings and evidence taken _ 
before the said Committee be printed from day to day, or as required, for the © 
use of members of the Committee and the House, and that Standing Onder 64 


be suspended in relation thereto. 


Attest. -. ARTHUR BEAUCHESNE, a 
Clerk of the House. 


Tuurspay, March 22, 1928. tA 


Ordered,—That the said Committee be given leave to sit while the House. | 


is In session. 


Attest. . ARTHUR BEAUCHESNE, 
Clerk of the House. 


THuRSDAY, March 22, 1928. 


Ordered—That the Supplementary Estimates, 1927-28 (Railways Aan 
Canadian Government Merchant Marine, Limited), be referred to the ‘sald 
Committee. 


Attest.) 9) ARTHUR REAUCHESNE, 
) Clerk of the H ouse. 
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MINUTES OF PROCEEDINGS 


_ Room 429, House OF Commons, 
Tuurspay, March 22, 1928. 


The Committee met at 11 o’clock am., the following members of the 
Committee present: 

Messieurs: Bell (St. Antoine), Cantley, Drayton, Duff, Dunning, Fiset, 
Goodison, Jelliff, Jenkins, McLean (Melfort), Milne, Power, and Stevens—13. 


The hour for opening the meeting having arrived Mr. Dunning said that 
he assumed the first business would be the election of a chairman. 


Mr. McLean (Melfort) moved, seconded by Mr. Duff, that Mr. Goodison 
be Chairman of the Committee. 
Motion put by the Clerk of the Committee and agreed to. . 


Mr. Goodison on being declared elected as Chairman assumed his place 
to preside over the meeting. 


The Chairman suggested that he thought it would be advisable to ‘pave 
the matters of printing of the proceedings and evidence arranged at that time. 


Mr. Duff moved, seconded by Mr. Cantley— ~ r 


That the Committee recommend to the House that 500 copies of the 
minutes of proceedings and evidence taken, be printed from day to day or as 
required, for the use of members of the Committee and the House, and et 
Standing Order 64 be suspended .in relation thereto. Motion carried. 


Some discussion followed with regard to asking for leave to sit while the 
House is in session. It was finally decided that it would be advisable to have 
leave granted, so that if necessary the Committee could sit at any hour without 
further reference to the House; accordingly, 

Sir Eugene Fiset moved, seconded by Mr. Milne— ie 

That the Committee recommend to the House that they be given lesven to 
sit while the House is in session. Motion carried. . 


Sir Henry Thornton, and a number of his official staff were in attendance; 
also representatives from the Department of Railways. 


The Chairman stated that it had been the usual procedure to hear. from 
Sir Henry Thornton at the opening of.the deliberations of the Committee, and 
have him give his statement. He would therefore have much pleasure © on 
calling upon Sir Henry to give the Committee his statement. 


Sir Henry Thornton thereupon proceeded to make his statement, which 


was followed by questions and general discussion. Several items were dis- 


cussed and progress made as shown by evidence taken, which follows. 


It being near one o’clock reference was made as to when the next meeting © 
of the Committee would be held. Some of the members were in favour of — 


meeting the next day, others, not until after the Easter adjournment. Finally 


the latter opinion prevailed, and on motion of Sir Henry Drayton it was — 


decided to meet after the adjournment, at the call of the Chair. 
Meeting adjourned to the call of the Chair. 


E. L. MORRIS, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


ComMMITTEB Room 429, 
; | HovusE oF CoMMONS, 
TuHurspAy, March 22, 1928. 


The Select Standing Committee on Railways and Shipping met at 11 


o'clock a.m., the Chairman, Mr. W. T. Goodison, presiding. 


The EN ac: ‘The usual procedure is to hear from Sir Henry Thornton 
at the opening of our deliberations and have him give us his statement. I have 
much pleasure in calling upon Sir Henry (Thornton) to give'us his statement. 

‘Sir Henry THornton: Mr. Chairman and gentlemen: you have before 


- you a pamphlet which represents the financial and other operations of the rail- 


ways for the past year. The figures included in that report speak for themselves 
and require very little further explanation. 
I may say, however, that there are two things to which I would like to 


call attention. First, the figures which have been presented to you exclude the 


operations of the Central Vermont Railway which, because of a disastrous 
flood which occurred in the autumn of last year, is now in receivership. 
Secondly, there is likewise excluded from the main account of the Canadian 
National Railways the operations of the “Eastern Lines, so called, which are 
included in a separate account and will be found in the pamphlet which you 
bere before you. The Eastern Lines have only existed as a ea entity from 
uly Ist. 

The railway during the past year has experienced an increase of $3,200, 000, 
in round figures, in gross earnings, a good deal of which was in freight revenues. 
That represents a relatively small increase compared with the total amount, 
and was largely due to the fact that because of the early autumn and the late © 
crop a good deal of the grain which ordinarily would move in the latter part 
of the year did not move, and that is moving this year, so we will be benefited 
to that extent this year. 

Expenses increased about $9,000,000. Practically all of that is found in 
the increased expenses chargeable to Maintenance of Way and Structures and 
the increased expenses chargeable to Transportation. A large factor in the 


increase in expenses was the wage increases which were granted during the year 


and which may be roughly said to approximate something like 7 per cent, 
and with respect to which some forecast was given when we met a year ago. 


~The administration of the railway does not begrudge that increase, which we 
think was fair and reasonable, having regard to the general wage situation in 


Canada and in the Unitea States, and the progressively improved showing 
which the railway has made for the past five years. However, it did affect 
the operations this year to an amount represented by about $4,500,000. 

The operations of the railway were further adversely affected by a reduction 
in freight rates which accounts for about $1,500,000. With respect to that we 
have nothing to say other than that the proposed reductions were duly con- 
sidered by the Railway Commission, were duly argued, all interested parties 
presented their points of view, and the Railway Commission has made a decision. 
We have nothing more to say— 


Mr. Cantiny: You are referring to the decreases apart from the Hastern 


section? 
[Sir Henry Thornton. ] 
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Sir Henry Tuornton: Oh yes, quite. We did not include that—that is 
water over the dam, but those two items taken together somewhat more than 
account for a reduction of $5,790,000 in net. Having regard to the increased 
wages and the decrease in gross revenue chargeable to Reduced. Revenue, the 
showing may not be considered an unsatisfactory one. 

Our situation from a financial point of view was almost precisely that of 
the Canadian Pacific Railway. They experienced a decréase of $4,530,000, 
which curiously enough represents the same percentage of decrease that the 


Canadian National Railways experienced. Our operating ratio rose from 81.09 


to 83.59, the C.P.R. rose from 77.3 to 80.35. In other words, the financial 
experiences of both roads were more or less the same. 

Commencing on July ist, the Maritime Freight Rates Act came into being 
andi that part of the railway east of Levis was separated for financial purposes 
from the rest of the railway, and separate accounts have been kept in connection 
therewith. All of that will be found in the report which you have in your 
hand. That which relates to the Eastern Lines is printed in yellow. . 

I have nothing further to add, Mr. Chairman, but I venture this suggestion, 
which. I think we followed last year. We have prepared a statement analyzing 
the different increases in expenses divided into the major sub-divisions of 
accounts. I suggest that each member of the Committee be furnished with a 
copy of that which will enable the members to examine it, after which anyone 
can ask any question they like. I think that will eliminate a lot of unnecessary 
discussion, and, at the same time, give the Committee complete information to 
intelligently discuss any question which may come to their mind. We have 


sufficient. copies for the Committee, if that is agreeable. We followed that eS 
practice last year. Instead of going through all the accounts item by item and ~ 


point by point, which involved a good deal of unnecessary time, a statement 
was given to each member of the Committee, and at a subsequent meeting 


questions were:asked which oecurred to the different members of the Committee ~ 


who wanted illumination on any particular point. Is it the wish of the Com- 
mittee that the same course be followed this year? 


Mr. McLran (Melfort): It was very satisfactory last year, and I do not 
see why it should not work again this year. 

Hon. Mr. Srevens: It certainly will always help to have a summarized 
statement, Sir Henry (Thornton) and no doubt your staff has been able to 
summarize this, but 1t does not preclude any questions which anyone may desire 
to ask. 

Sir Henry THornton: No, far from it. We will‘welcome any questions any 
one likes to ask. For instanee, without this a great many questions might be 
asked to which, if this analysis were looked over, an answer might be found. 

Hon. Mr. Dunnine: I think they might be distributed. They contain extra 
information at all events. 


The CHatrMAN: Will you deal with the analysis now, Sir Henry (Thottiton) t 
Sir Henry THornton: Just as the Committee wishes. 


The CHAIRMAN: Members of the Committee, you have heard Sir ene S 
(Thornton) general statement. I{ there are any questions arising out of that 
statement, perhaps you had better ask them now. 


Hon. Mr. Stevens: I find myself at once, Sir Henry (Thornton) faced with 


one slight difficulty. For instance, I have-a desire to ask about this funded - 
debt, but I am unable to find it in the abbreviated report. 


\ 


Hon. Mr. Dunnina: That is only an operating analysis, Mr. Gia danel \ pe 
Sir Henry Txornron: What you have here is an analysis of operating 


expenses. The larger booklet which you have gives all of the accounts, the 
capitalization, the income account, and everything else. This (indicating 
[Sir Henry Thornton.] 
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rk Bee is not designed to cover anything excepting the operating expenses for 
the year. 

Hon. Mr. eine: It does not deal with the balance sheet at all? 

Sir Henry TuHornton: You will find that in the larger pamphlet and no 
comments have been made upon that. It.is left to each individual member to 

ask any question he likes. We could not conceivably cover all of the questions 
which would be asked and we thought it better to leave it to the members to 
look this (indicating analysis) over, and then ask any questions they choose. 

Hon. Mr. Dunnine: The funded debt will arise as we go through the 
accounts. ‘’here are pages devoted to it, but we can ask questions about it now, 
or leave it until that matter is before the Committee. 

Hon. Mr. Stevens: It is on the second page of the main report? 

Hon. Mr. Dunnine: The details are away back. a are looking at the 
summary, Mr. Stevens. 

Sir Henry Tuornton: He is referring to a latemeun which ee “The 
Funded Debt shows an inérease of $55,900,000 made up as under.” Is that it, 
Mr. Stevens? 

Hon. Mr. Srevens: Yes. 

Hon. Mr. Dunnine: The details are on pages 14 to 21. . 

Mr. McLean (Melfort): Regarding the Central Vermont Railway which 
went into receivership last year; how much of it is owned by the Canadian 
National Railways—roughly, in percentage? 

Sir Henry THornton: About 67 per cent of the oo is owned by the 
Canadian National. 

Mr. McLean (Melfort): You allowed this to go into receivership? 
ae Sir Henry THORNTON: We found it necessary to allow the railway to 
go into receivership, which, I may say, was an amicable arrangement as far 
“as we were concerned. We did that because we did not think it fair for the 
Canadian National Railways to provide the necessary funds for the rehabili- 
tation of that property without some consideration on the part of the minority 
shareholders. In other words, I did’not see any reason why we:should rebuild 
a property in which someone else had an interest without a receivership and 
without wiping out that stock. I may say in that connection that the receiver- 
ship has worked out very satisfactorily, and has the goodwill of not only the 
people of Vermont but also the people of New England, and, incidentally, due 
largely to the way in which the matter was handled and a lot of very friendly 
feeling; a distinct traffic value was developed in New England and in Canada 
itself. There was no animosity or bad feeling of any kind in connection with 
the whole transaction, and it does afford an opportunity now to put that rail- 
' way on a much more satisfactory basis insofar as our financial position is 

concerned, and to introduce certain economies which will, in the future improve 
_ the earning power of the Railways. 


By Hon. Mr. Stevens: 


_  Q. Under the receivership, would there be a public sale, public bidding?— 
_ A. No. I think what would happen is this, that, when the time comes for the 
- receivership to be discharged, the Court will issue such an Order. What would 
_ be the procedure then, Mr. Ruel? 
_. Mr. Rusu: We expect in that case that there will be a reorganization of 
_ the company, whereby we will take over the whole property and practically - 
_ own the whole thing. 
| | ‘Sir Henry THornton: The.minority interest will disappear. 

[Sir Henry Thornton. ] 
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Hon. Mr. Stevens: The only question is, whether or not, technically, ! | 


you must not put it up for public bidding. 

Sir Henry THornton: I do not think we Rane. to. 

Mr. Rusu: It depends upon the Interstate Commerce Commission. If 
we can show a sufficiently good case for reorganization, and they approve, 
that is the end of it. ? | 

Hon. Mr. Stevens: ‘There is a possibility of them asking you to put it 
up for public sale? I do not want to raise questions that are embarrassing. 

Sir Henry THornvron: At the same time, I want you to know exactly 
what the position is. The whole situation is that I believe the Vermont legis- 
lature are prepared to do anything with that property we ask them to do. 
Our relations are most cordial, and are most cordial with the Interstate Com- 
merce Commission as far as the property is concerned. 

Hon. Mr. Dunnine: Sir,Henry gives us a general assurance that it is 
going well, and he does not feel like going into details which might Pe embar- 
rassing in ‘the development of negotiations. “ 


Sir Henry THorNtTon: I would be glad to tell anyone Leila. he wants 
to know about it. But you can rest assured that the whole situation is in much 
more satisfactory shape to-day than it ever was, in so far as the Central Ver- 
mont is concerned. 


By Mr. Duff: 


Q. Where does the road begin and end?—A. It a roughly at Rouse’s 
Point and extends, partly by ownership and partly by leases of other lines, 
to New London, Connecticut, or St. John. 

Q. By whom is the minority stock held?—A. A fair amount of it is held — 
by ex-Governor Smith, the former president of the railway, who has been 
president for many years, and whose family really was responsible for the 
building of the railway originally. Then some of it is scattered around. 

Q. Will those people be wiped out?—A. They will be. 

Q. That is rather hard on the minority stockholder?—A. That we cannot 
help. If the Lord sends a flood and wipes out the Pues I have not got any 
influence that would prevent it. . 


By Mr. McLean (Melfort): 


Q. Their interest is really wiped out Dea Yes # 
Q. By an act of Providence?—A. Yes. 


By Hon. Mr. Dunning: 


Q. It had very little value before that?—-A. Very little Pind’ ‘The 
Canadian National Railways had been carrying the property, putting up any 
deficits in operating accounts, also in annual interest, for a good many years. 


By Mr. McLean (Melfort) : 


Q. It is not a case of youth squeezing them out?—A. We are not squeezing 
them out. As a matter of fact the minority shareholders are perfectly willing. 
They have raised no question. They have gone with us into the receivership. 
It has been one of the most amicable arrangements I ,have ever had to deal~ 
with, having regard to the fact that it has had trouble mixed up with it. It 


will cost Dou $0, 000,000 to rehabilitate the road. Not all of that is re- 


habilitation, but in doing the rehabilitation there are certain other things that 
ought to be. done, which we shall have to do. For instance, instead of renewing 
a light bridge in kind, a bridge which within a few-years would have to be taken 
out anyway, that bridge has been renewed with a bridge of sufficient strength — 
to take care of any probable increase in the weight, of motive power. In the 

‘Sir Henry "Thornton.] ‘ 
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renewal of rails, instead of putting back a light rail which was formerly on the 
railway, we will put back a heavier rail. We have not only rehabilitated the 
property, we have taken advantage of the opportunity to improve its oper- 
ations. 

Q. You have made a better one?—A. Yes. It would have been folly to 
have done otherwise. 


By Mr. (Duff: 
@. In view of the fact that the whole of the road is in the United States, 


have you considered the advisability of abandoning it altogether, instead of 


spending $5,000,000?—A. No, I have not. 
Q. Can you give us the reason why?—-A. The Central Vermont Railway 


- represents an important traffic link in the traffic.of New England. There are 


three outlets for New England Traffic, or really three ways of handling traffic to 
and from New York; first, by way of the New York, New Haven and Hartford 
Railway, which now is physically connected with the Pennsylvania Railroad, 


across Long Island; secondly, across the Poughkeepsie Bridge; thirdly the 


northern route on the northern New ‘Wngland gateway, which is represented by | 


our connection with the Central Vermont, and also a connection with the Can- 


adian Pacific Railway has with other railways. For many years traffic moving 
via the northern gateway has been allowed a differential. That is because of 
the longer route and consequent slower time we were allowed to charge a some- 
what lower freight rate than the other railways charged upon their shorter route. 
That was to compensate us for our disability. ‘That was a concession which was 
made years and years ago, after a long sutigzle and it has remained in existence 
ever since. 


By Hon. Mr. Dunning: 

@. That was made by the Interstate Commerce Commission?—A. It was 
made by the Interstate Commerce Commission, That northern gateway is very 
jealously protected by the New England shippers. They regard it as an | 
important factor, an important competitive factor in the movement or traffic 
to and from New England to the west. Were we to abandon the Central 
Vermont, the probabilities are that that differential might be withdrawn. At any 
rate it certainly would affect the shippers in New England. Now, there is an 
additional reason, and to‘my mind a still more important one, namely, that all 
of the traffic that moves from points west of the Detroit River to New England 
passes through Canada. It increases the earning power of our men; it increases 
the net earnings of the Canadian National Railways. ‘Therefore, we feel that 


- the retention of the Central Vermont is a very essential factor. It also provides 


us Ne a new route from New England to Chicago and point west to Chicago. 
(). Entirely under our control?—A. Entirely under our control. 

- Q. It competes with nothing in Canada?—A. There is not a pound of 

freight that moves over the Central Vermont- Railway which in any way 

unfavourably affects the position of any interest in Canada. 


By Mr. Duff: 
_Q. In other words, is there any tonnage that comes from New London by 
ship and passes over the lines to Canada?—-A. Yes, there is some tonnage that 
Ae by boat from New York to New London and then from New London to 
anada. 

Q@. Very much?—A. A fair amount. I cannot give you the figures off-hand. 
If it did not move that way, it would move by the Rutland or the Delaware 

and Hudson, or some of the other railways running to New York. — 
Mr. Ruru: The traffic of the Central Vermont is 80 per cent southbound, 


and very little of it northbound, only about 20 per cent. The 80 per cent comes 


from the western ees moves across Canada and down to. New England 
[Sir Henry Thornton. ] 
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points. It is the value of that 80 per cent which is sustaining us in what we © 
want. : 

Sir Henry THornton: That contributes also, a proportion to the Canadian | 
National Railways. . 


By Mr. Duff: 
Q. It is valuable traffic to the see National?—A. It is very con- 
siderable indeed, Mr. Duff. . 


By Mr. McLean (Melfort) : 

Q. Where does it come into Canada?—A. At Sarnia. The freight we get 
which originates west of the Detroit River and which comes almost entirely x 
through Sarnia, that freight if it is destined to points in the United States, moves 
through Montreal or through Canada down to the New England States, and 
down that way. The bulk of it moves via Montreal and across Canada, the 
long route. 

Mr. McLean (Melfort): Quite a volume of traffic is in that 80 per cent. 

Mr. Ruru: The Central Vermont could not live without that traffic. 

Sir Henry THornton: If that traffic were withdrawn, the Central Ver- 
mont would quit. It would not be worth a rap. 


By Mr. McLean (Melfort) : 


| 

Q. What would be the nature of that traffic, Sir Henry?—A. Well a good 
deal of it is perishable freight, citrus fruits from the Pacific coast.to New 
England, automobiles,—quite a considerable amount of automobile traffic, dressed - 
beef, pork products of different sorts, and general merchandise. 

It may interest this Committee to know that, if I recall the figures correctly, 
we handled about $50,000,000 in gross earnings on this traffic. I mentioned this 
last year. We handled about $50,000,000 of traffic which originated at one point 
in the United States and terminated at another point. 


By Mr. Jellff: 

_ Q. On the second page we have the Funded Debt, showing an increase of | 
$55,000,000?--A. $56,000,000 in round figures. 

Q. Yes. The retirements seem to be some $27,000,000?7—A. That is right. 

Q. The Finance Minister’s statement shows an issue of $65,000,000. Per- 
haps when you come before us again you can explain the use of all these funds, 
so as to give the Committee an understanding of your statement and of the 
Finance Minister’s statement?—-A. That $65,600,000 was made up of $31,000,000 
Capital Expenditures, and $27,000,000 in round figures was for Debt Redemp- 
tion. What you would like to know is what the $31,000,000 was spent on? 

* Q. Yes, not so much the increase in the funded debt?—A. It was authorized 
of course, last year, and we explained at that time the purposes for which this 
money was to be used, but I can state it again if you like. 

@. I would be glad if you would do so?—A. The financial statement shows _ 
$27,000,000 for Refunding Debt. What Mr. Jelliff wants to know is, what we — 
did with the $31,000,000 which was a direct increase in Capital. Is that it? 
You want to know what was done with that money? 

Q. Exactly?—A. Well, $9,894,000 or $9,895,000 was for the generad Budget 
requirements of last. year, including various additions to the property, increased 
right-of-way weight of rail, ballast, renewal of bridges and steel, and a lot of 
things of that kind. I have not the details of that with me, but I can get it. 
That is what that covered. $1,000,000 was spent on the 1924-1927 program. | 
$877,000 of that was spent on the Saskatchewan branch lines. $2,280,000 was — 
spent on the branch line program of 1927-1930; a total sum of about 2 800, 000 


[Sir Henry Th ornton.] 
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was age on the Pronto Terminals and Toronto Viaduct construction, and 
then there was an item of $14,239,000 which was spent on refunding the tempo- 
rary 1926-1927 Budget requirements. 

Q. That makes it about $30,000,000?—-A. That makes it $31,000,000. 


* Q. The balance of 827,300,000 was debt redemption; that makes $57,000,000? 


—A. You have to add a discount of about $2,000,000, and replace cash on hand. 
We have cash on hand, $4,727,000. 
By Sir Eugene Fiset: 


 Q. Possibly we could find out how this money was abut a how it was 
distributed through divisions?—A. Yes, that was all gone over last year, General 


-Fiset, but we can reproduce it this year. 


Q. I would like to know how the money has been distributed, expended, 
by divisions, if possible?—A. It had better be by districts. 

QT thought it would be easier by divisions. I would like to eon what 
proportion came, to the Ottawa Division—A. You would like to know how 
much of it was spent in the Province of Quebec? 

Q. Yes, if you like to put it in that way?—-A. We can do it by Provinces, 


if you want, that. 


Q. I will 


- and we will try to bet it for you. 


Q. I want to know ‘how the money has been distributed, by divisions if 
possible?—A. I will try to get it for you. 


By Mr. Cantley: 
Q. If you are going to give it for Quebec, Hettes give it for the whole of 


the Eastern Provinces.—A. The items were all gone over last year and ap- 


proved, but we can furnish any information which the Committee would like 
to have. If you will A the Chairman what.you would like me to produce, 
I will get it. 


By Hon. Mr. Stevens: 

Q. The Railway has a system of dividing its business up into certain 
divisions or districts?—A. Yes. 

Q. Operated in that way for economy and service?—A. Yes. You have 
to remember this too, that the amount of money you spend has not any par- 
ticular relation to provinces, that is to say, you may spend x dollars this year 
in the Province of Quebec, and three years hence you may not spend any in 
Quebec at all, but spend y dollars in Alberta. You cannot spend in each 
province, exactly the same amount of money. A railway does not lend itself 
to that kind of treatment. You have to treat each part separately. 


By Sir Eugene Fiset: 

Q. In the Eastern Division we are often faced with a deficit. What 
expenditure you make in that Eastern Division results in a yearly deficit. I 
would like to know, what would the amount of $9,000,000 include. Take 
fences, for instance; I would like to know how much is spent, not only in 
Quebee but on the whole system?—A. You will find that in the accounts. You 


_are talking about capital alone, not expenses. 


By Hon. Mr. Stevens: _- 
-Q. Your capital expenditure does not affect your deficit?—A. No. 
Hon. Mr. Dunnine: Would we not get along better, if we took this page 
by page, and as these various pages come forward, we can ask for any further 


' information we may desire. The General’s point can be met in the statement 


now before us when we reach it. Perhaps we would get along better in that 


way. ss 
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Sir Henry Tuornton: I would like to remark here that the, amount 
spent on Capital Account is not necessarily to be regarded, in fact, not at all 
to be regarded as money wasted, because you may spend money on Capital 
Account which will make a very material reduction in your operating ex- 
penses. The only rule is that if you borrow your money at 5 per cent, the 
return you get from that expenditure to reduce your operating costs, must 
exceed. Oper “cent, otherwise there is no good borrowing It. 


By Mr. Cantley: 

Q. A short time ago you mentioned the amount spent on the 1927-1930 
program. Will you be good enough to restate the amount; it has escaped me? 
—A. $2,286,230. 

Q. What proportion of that total amount will be expended? 

Hon. Mr. DunnineG: $12,000,000 is the total on branch lines. 

Sir Henry THornton: This particular branch line program is $7,000,000. 

Hon. Mr. Dunntne: There must be something else there. ~ 

Mr. Henry: That includes the Toronto viaduct. ' 

Sir Henry THornton: That is about 30 per cent. $2,286,000 is 80 per 
cent of the total. 


By Mr. Bell (St Antoine) : | 

Q. Before we start on these figures which refer to the Canadian National 
Railways System, from Page 18 on, we have schedules comprising the Canadian 
National system, and where they are marked with an asterisk it says, “The 
accounts of companies indicated (with an asterisk) are taken up in the system 
Income Account as “Separately Operated Properties.” The point I am trying 
to get at is this, what does really comprise the Canadian National Railways? 
When we are discussing figures regarding the Canadian National Railways 
System, are all these companies included#?—A. May I ask what you are 
referring to? 

Q. From page 18 on of the main report.—A. You want to know aie you 
discuss the Canadian National Railways, what physical properties are included 
in that? 

Q. Yes. On page 1 of the report we have Operating Revenues, and you go 
on discussing what operating revenue is. Then you have on page 21 Accounts 


indicated by a certain mark, and you say that they are taken up in the system. © 


Sir Henry THorntTon: Mr. Cooper can answer that question. 

Mr. Cooper: The companies appearing as separately operated properties 
do not go into the System Operating Revenue and Expense Account. They go 
into Income Account all right. On page 4 you will find ‘ Separately Operated 
Properties—Loss.” They are taken up in the Income Account but not in the 
Operating Account. 

Q. How is that?—A. There is really no relation, sir, between the NS. & T. 
Electric Railway and the Canadian National Steam Railways. 

Sir Henry THornton: Take the Montreal and Southern Counties Rail- 
way. That is operated as a separate property, a separate corporate entity. 


You are familiar with that, and I am using it as an example. The gross earnings © 


and expenses of that railway are not included in the operating account of the 
Canadian National Railways but the result whether a loss, or deficit, would be 
included in the Income Account. | 
me Hon. Mr. Dunntwe: Item 512, page 4, of the big accounts, shone it, Mr. 
ol Bs 

Hon. Mr. STeveNs: You gather into your Income Account: the dividends 

or returns from these separate companies? 
[Sir Henry Thornton.] a 4g 
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Sir Henry THORNTON: Yes. 
Q. Marked with an asterisk?—A. Yes. ~ _ 
Q. The others are included in your operating system?—A. That 1s correct. 


By Mr. Bell (St. Antoine): 


Q. One further question upon that point. There are other companies out- 
side of these companies altogether that belong, or that I presume the Canadian 
National Railways are interested in. Take for instance, the Government Mer- 
chant Marine, the Hudson Bay Railway, or your branch to Rouyn; are they in 
these accounts?—A. The Canadian Government Merchant Marine is in a 
separate report and a set of accounts is kept for the Canadian Government 
Merchant Marine, which this Committee will deal with, as in past years, as a 
separate matter. The Hudson Bay Railway does not enter into the accounts 
of the Canadian National Railway. It is operated by the Canadian National 
Railways as the agent of the Government. 

Q. How do you mean, as an agent of the Government?—-A. We simply run 


the property, as you would employ an agent. If there is any profit, we give it 


to the Government, and if there is a loss, the Government stands it. 
Major Brett: The amount is in the departmental estimates. 
Mr. Durr: The reason for that is that it 1s not finished. 
sir Henry THORNTON: It is under construction. 


By Mr. McLean (Melfort): 
~~ Q. The Canadian National Railways has no money invested in the Hudson 
Bay Railway at all? 

Sir Henry THornton: No. | 

Q. Before leaving this, I would like to ask what expense, if any, has been 
entailed by the separation of the Eastern Lines from the system as a whole, in 
the matter of keeping accounts? 

Mr. Cooper: A considerable expense. 

Sir Henry THorRNTON: Did we ever make any estimate of it? 

Mr. Cooper: , No, sir. 

Sir Henry THornton: Could you make an estimate of it, without taking 
up too much time? / 

Mr. Coorer: From $10,000 to $15,000 accounting expenses. 

Sir Henry THorRNTON: For the year? 

Mr. Cooper: For the six months. 

_ Sir Henry THornton: Mr. Cooper estimates that it would be somewhere 
in the neighbourhood of $10,000 to $15,000 additional expense for the last six 
months. | 

Mr. McLran (Melfort): Around $30,000 a year would be the gross. 

Sir Henry THornton: That would besthe figure he would put on it from 
his knowledge of the situation. Mr. Cooper points out that in starting a thing of 
this kind you would naturally have more trouble and expense than in subsequent 
years, after it gets going. 

Mr. McLean (Melfort): But that would be the gross extra expenditure, so 

far as your staff is able to say at the moment. 

_ Sir Henry TuHornron: That: goes at the rate of something like twenty or 
$30,000 a year, but it is not expected that that will continue. 
t Mr. McLean (Melfort): It should decrease? 
¢ Sir Henry THornton: Yes, it will decrease in quantity until it reaches a 
irreducible minimum. 

Be. [Sir Henry Thornton.] 
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The Crairman: Are there any further questions to ask before we ‘proceed a 
with the accounts? } : 

Hon. Mr. Stevens: I agree with the Minister that it would be very much 
preferable to have some order in our line of inquiry. 


The Cuatrman: We will find all these items in the report, and they can be “ 
taken up as we come to them. a 

Hon. Mr. Stevens: Our report. will read very much like a hodge none if 
we do not have some order about it. 

Mr. Cantiey: When will we have the returns of the Merchant Marine? 

Sir Henry THornton: They are ready at any time. They will be here on — 
Monday. : | 

The CHatrMan: Will the printed statement be ready on Monday? 

Sir Henry THornton: No, I do not think so, but we will have enough data | 
ta go on with. ) 

Hon. Mr. Dunnine: I ,have found it rather confusing to the nee oft 
the House to distinguish between this preliminary statement and the final state- — 
ment, and if we have enough work to go on with on these accounts, I would pre- — 
fer not to table anything connected with the Merchant Marine until I can table 
the final statement. 

Sir Henry THorNToN: It is all ready; it is just a matter of printing it. 1 
can answer that question definitely to-morrow, but I think it will be ready on ; 
Monday. 

Hon. Mr. Dunnrne: When will the printed statement of the Canadian 
National accounts be ready? 

Mr. Cooper: At the beginning of April. 

Hon. Mr. Dunnine: Some curious member of the House is asking me 

every day when I will table the printed reports. ‘ 

Mr. Cooper: I do not think there will be any difference between this rene q 
and the printed one. . 

Sir Henry Tuornton: This foook lacks only the auditors’ certificate. We 
have never found that the auditors varied our figures. There may be a small 
variation of a dollar or two, but as a matter of fact we have never found that — 
the auditors’ examination varied the figures which our own auditors put forward, 
so you are perfectly safe in taking this (indicating the report) as far as the. 
accuracy of the figures is concerned. q 


The CHairMAan: We will turn to the operating expenses and go ee 
them item by item. 


Sir Henry THorNTON: I will ask Mr. Henry to read this. I am ‘Nee get- 
ting over an attack of tonsilitis, and my throat is not in a talking condition. 


Mr. Henry: Do you want me to read it all through? 


Sir Henry TuHornton: I think perhaps that would be the best) way. Mr. 
Henry will read this, and anyone Who has any questions to ask may interrupt — 
him at any point; ask any question and we will try to answer it. 


Mr. Henry: In presenting the accounts of the Canadian National Rail- 
ways last year, those of the Central Vermont were included with the Cana- 
dian National. Owing to the disastrous floods which occurred in the fall of 
1927, the Central Vermont was placed in Receivership on December 12, 1927, 
and consequently its accounts have been excluded from those of the Canadian 
National Railways system. 

As contemplated by the Maritime Freight Rates Act. 1927, the income | 
accounts of the lines east of Levis and Diamond Junction have been with= . 
drawn from Canadian National system accounts as from July i. 1927, bang. are 


shown separately. 
(Sir, Henry Thornton. ] 
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The accounts should be understood as excluding the Central Vermont for 
the year and the Eastern Lines from July 1. To afford a comparison, the 
1926 accounts have been restated on the same basis. Canadian National 
figures will be given first and then the Eastern lines for six months from 
July 1 to December 31, 1927. 

The operating expenses of the Canadian National Railways are classified 
in accordance with the accounting rules of the Dominion Bureau of Statistics, 
and are divided into 140 primary expense. accounts, these being grouped under 
7 main heads, with self-descriptive heads as follows: a 


(1) Maintenance of Way and Structures.................-.00.. 40 primary accounts 
(2) Maintenance of pnipinent« yo EN ne ean gh cS 5") ja 24 a 
UNA eg aan: 7 WARE ae a 9 8 a 
a PAN SVOTLALION Gee. aie bik ees ce Lac tee oe Ne EE I 50 i 
IBC WAN GOUS ge fice soiall ss. Oso. 5 EN tallest wales’ s 5 © 
SUE SES VE RI AES, a oT eA NCL Ci Bevan 2 =. 12 fe 
(Aa crensportadion dor Investment Credibic sci bak coke es 1 a 
BRE SS EN RG) SOS an a RM ci) 071 140 of 
__... The comparison of expenses under these heads for the years 1926-1927 
follows:— 
‘ Item 1926 1927 Decrease or 
Increase 
) $ cts. $ ets. $. cts. 
Maintenance of Way and Structures..........0........000- 43,028,428 62) 46,075,178 06\Inc.3, 046,749 44 
Maintenance of Equipment. ial cid ute Bee NING Spine oes Tears 47,321,602 60} 47,447,253 16)/Inc. 125,650 56 
PERE R ye Sti ebm man I Mens aga a kd eS UAE Neahates 20 Uh, Bae ve 6,440,087 63} 7,124,864 67\Inc. 684,777 04 
Be SOT US LION eat ne eas la heh Wea tet WE) G2 OS AT 100,603,158 02}105, 166,760 58)Inc.4, 563,602 56 
URLS OTE oS MOISES tae) CANE a A OOO bFappeueres balan ct 2,121,607 17| 2,414,842 34/Ine. 293,235 17 
COPS 78 oo Me NONE Fe NSE SORTS ee 0 a Pg 6,970,244 08} 7,226,199 60)Inc. 255,955 52 
Transportation for Investment Credit..................... 1,012,478 24 993,350 79|Dec. 19,127 45 
Rotel res tea ORM RS ih AEN le AA 205,472,649 88/214,461,747 62|Inc.8, 989,097 74 


The expenses may be further divided, for purposes of comparison, into 
Employees’ Compensation and Other Expenses. This comparison follows:— 


* 


Employees’ Compensation Wages 1926 1927 Decrease or 
Item Increase 
$ $ $ 
Maintenance of Way and Structures..2% 00. 6.........000-5 24,417,161 25,593,70MInc. 1,176,540 
Mariterance or gQuipment i. cai p by ak be ek ele Mame dee 25, 803, 542 25, 112,659|Dec. 690, 883 
Ppetipe cS. Pe) NG ie a abn VeeemeanaaniN eS 0 NE 3,039, 066 3, 229, 950|Inc. 290,884 
MMS DUITEADION SS Gs) hc). ae MUS nee ete hea nad wd PR KEN lq 64, 984, 478 68,454,966){nc. 3,470,488 
Miscellaneous....... By ANE ga Raat sue APICES SHEEP Pah ROR eT MANN Talk 1,065, 740 1,193, 973]Inc. 128, 233 
Berar te antes oh Me eM me. Sc une ee Catia a Quin 4,553,209 4,563,305|Inc. 10, 096 
AGE Loe SC MEE SNOUT gh Sie Coe SURE Sa) Ral UN 123, 863, 196 128,248,554lInc. © 4,385,357 
, 
Material and M‘scellaneous 1926 1927 Decrease or 
Item Increase 
$ $ $ 
ae Maintenance of Way and Structures.......¢..00..0.. 000 ee 18,611, 268 20,481,477|/Inc. 1,870,209 
- Maintenance of Equipment............ eel the cela anh A A 21,518, 060 22,334, 594|Inc. 816, 534 
Titiaa) AS CR 8 ty, ged RRM TS C= GA 3 oe aR Da “hk UE ss 3,401,022}  3,794,915/Inc. 393,893 
Pan SporTtauion. ds... ; atau ons Seis: AS RPMI Ne Lag ale 34, 606, 202 385, 718, 444\Ine. 1,112,242 
: Miscellaneous............ SUN RAS SES CS A a 1,055, 867 1,220, 869|Inc. 165,002 
BR ONET Ae i eta WA Ro Teh AMPED RA Rie OL 2,417,035 2,662, 895|Inc. 245,860 
BS 81,809,454 86, 213, 194 4,603,741 
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The increase in wages on operating account amounting to $4,385, 357 1s : 
made up of $3,771,000 increased pay under various wage agreements, and addi- i 


tional labour employed $579,000. 
The inerease in Materials and Miscellaneous, amounting to $4, 603 Al, 


is made up of decreased material costs $2,181 000 and additional material | 
$6,784,000. The principal changes due to price differences and quantities - 


are3-—— 
oo Changes Changes 
in Price in Quantity 
$ $ 

TTMOS er OCR hea, Wee als ur eae ae BT io ea a ich 5 he ate ER a Dec. 162, 000|Inc. 12,000 
Reals aa ster t ee oer dean oY Ua eae alate Sg CIOSEA HOTS: aoa ta SRR ei Inc. 493, 000|Inc. 275,000 
Coa ee A ee iT OSS ER Ava Cito) ca iat ae Inc. 238, 000/Tnc. 487,000 
Miscellaneous: Material se oe iy i AEB a 7 se oN ns Dec. 2,618,000|Inc. 6,010,000 
B.C. Sales Tax on oil—cancelled: oo ei ee eo. pista ee on Dd iss a Dec. 132000) iia ou) eo eee a 


Dec. 2,181,000}/Inc. 6,784,000 


Details of the general accounts are to be found on pages 6 to 9 of the 


preliminary statement of accounts for the year 1927 which has been tabled in 


the House of Commons. ; 

: Some of the larger factors causing variation in expense in 1927 as com- 
pared with 1926 may be briefly enumerated under the general accounts, the 
factors taken into consideration being: variations in traffic, prices of materials 
and wages. 

It will be noted that from the standpoint of eross revenue there was an 
increase of receipts amounting to $3,199,069.53 and as rate reductions amount- 
ing in total to $728,835.16 were effected in the year the comparative volume of 
traffic was $3,927,904.69 above that of the previous year. 


Maintenance of Way and Structures 


Maintenance of: Way. and) Structures: 1027 is ei eo a ern) eae $46,075,178 06 
x a i. ane spk ss Gh a Cel Se ana re a 43,028,428 62 
Tnecreaseii Loo Fane stone tek ah iin se i Laine ewe hae eR es $ 3,046,749 44 
Principal Increases— 
V0 AMR ORR AL ii ic A) VERMA ROR OE et CRA Hoc ax RH Seca nL ar: $768,332 
Road way Maintenances vise a nes NEN Ne ieee alice 640, 928 
Bridges; ‘Trésties’and Onlverts 20 yee ee ey 537,552 
Tracklaying and Surisettie si yi aie eae hee aan 490, 708 
Superintemdence:s Fe vo ess a OU. BL ey Uk eeu 418, 559 
Other: Tracks Material oisc 8 hoy a ee tea oe 355,314 it 
Station and ‘Office Buildings. 4. cS i eas 283, 693 ‘ 
Shopsand Hneine ousess, Hn. fag, eee a 253,660 
Principal Decreases— ; & 
Removing snow; iceianG' sand .0))) 70601. eee tee 547, 633 
TIES Mess eM nig COE Cit AUN a a a 151,384 


The increase in rails was due to increased price of rails $493, 000 and 
increased quantity $275,000. 


Increased rates of pay accounts for $177,000 of Roadway Maintenance 


Account. Balance of increase due to increased work. ‘ 


Bridges, Trestles and Culverts account increased $44,000 on account of 


increased rates of pay. ‘There was an increase due to widening the roadway 
of Victoria bridge $136,000, and the balance of the increase is due to general 
increased bridge repairs. 

The increase in tracklaying and surfacing is made up of $468,000 increased 
rates of pay and the balance due to greater quantity of work done. 


[Sir Henry Thornton.] Ba oa | ‘ 


dys 


* A { 
ew fd =, 


RAILWAYS AND SHIPPING | 13 


Superintendence is increased $49,000 due to rates of pay while the balance 
of the increase is due to a change in accounting, transferring items of superin- 
-tendence from other accounts to this account. 

The increase in other track material follows the increase in rail. 

Station and Office Building account increased $34,000 due to increased 
rates of pay and $75,000 for new train shed at St. John, N.B. 

Increase in Shops. and Engine Houses account is made up of heavy retire- 
ments in connection with Toronto Terminals $167,000; expensive, repairs to 
Battle Creek shop $54,000 and increased rates of pay $15,000. 

The reduction in removing snow, ice and sand was due to less severe 
weather conditions. 

‘There was an increase of 213,978 treated ties and a decrease of 278,609 
untreated ties. Treated ties decreased in price 5 cents and untreated decreased 
4 cents, resulting in a decrease of $223,000. There was an increase in switch 
ties of $74,000. | : 
| The effect of various main factors on the total expense is: 

Changes in Price of Material and Miscellaneous: 


Meee!) eure te dae gmer : Ge ee A oe Dec. $ 162,000 
ECR ie ie pan pmea nea aie een and) 5). Wading Ute oan ee RMR MOR CU ME agi) Inc. 493 , 000 
Other Material and Miseellaneous....2..2. 0020. 006.060 bee Dec. 373, 000 
Dec. $ 42,000 
- Changes due to variation in quantity of material used: 
ae ie eee) Pe en re AN a Ue AUS eB is SPD 2 Inc. $ 12,000 
Rawls: as Unde aN) yy Aan aU a i ea sae I 7 Ine. 275,000 
~ Other Material and Miscellaneous..............)..2-.2..000-- Inc. 1,625,000 
ig aie Inc. 1,912,000 
Changes due to Employees Compensation: : 
Pilates of Peay weniee oc, Aut ae. ve te Col, Liki. We eee oa Spal Inc. $ 904,000 
LG ES. WORKER ir keel ic, bee ue ata ain tel ea Dec. 22,000 
Accountancy items redistributed 2 fob eee. Inc. 294, 000 
| Inc. $1,176, 000 
Inc. $3, 047, 000 
5 


The increase in quantity of labour’ and material, which might be expected 
to vary in any degree with traffic, amounts to $1, 890 000 and after allowance 
for decreased expense due fo niore "favourable weather conditions and accidents, 
the comparative increase of expense is $2,399,000 as compared with which the 
increased traffic amounting to 1.65 per cent ‘would indicate an increase for 
labour and material amounting to $301,000. 

Sir Henry ,THoRNTON: Might we stop there and ask the committee if, 
under the general heading of ‘Expenses chargeable to Maintenance of Way and 
Structures”, there is any criticism to be made, or any questions to be asked? 
In that connection I would like to say that, as has already been indicated, the 
increased expenses are due partly to increased wages and partly to a higher 
standard of maintenance, which we felt it wise to adopt last year. For example, 
there has been a good deal of complaint with respect to our gravel ballast 
between Montreal and Chicago, and we have pursued a somewhat faster pro- 
- gram of renewing that in stone than would have been the case had there been 
no complaint. In other cases the necessity for higher speeds of our passenger 
__ trains has required a heavier rail, and certain of our wooden trestles are 
beginning to go and they have been renewed in steel, and while a proportion 
of that is chargeable to capital, it still carries with it a charge to expenses 


Bide: which we cannot escape; so that, broadly speaking, I should say to you that 


ae increase of Maintenance of Way expense has been due to increased wages 
and the necessity, which we regarded as essential, of an improved standard of 
*  60024—23 {Sir Henry Thornton.] 
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maintenance of the railway. Now, if that explanation is not satisfactory, and — 


anybody wishes to ask any questions, I think it would be wise to clear up the 
sae of way and structures before we go on with the other items. 


Canriey: Roughly. speaking, what mileage have you in regard to 
Lee a obrlen trestles on the western lines? 
Sir Henry THornton: In the western region? 
Mr. Cantupy: Yes. | 
Mr. Henry: Offhand, I think it is about 90 miles. Probably Mr. Blaik- 
lock can answer that. 


Mr. BuarkLocKk: Seventy-eight miles, 

Mr. Canrtry: What replacements or betterments did you make last year 
under that account? 

Sir Henry Drayton: Formerly we hada detailed statement put in. ai 
not do that this year? | 

Sir Henry THorNtoN: We have sometimes noted a question and brought 
the answer on the following day. It is not always possible to immediately turn 


to an account and get the information asked for. We will make a note of © 


Colonel Cantley’s question and bring in the answer to-morrow. 

Mr. McLean (Melfort): In replacing wooden trestles with steel or con- 
crete structures, what do you charge to Capital account? 

Sir Henry THornton: You charge the expense or cost of renewing the 
trestle in kind. You charge to Capital the difference between that and what- 
ever you may put in. 

Sir Eugene Fiser: Does that peheral statement include the ‘eastern 
division? 

Sir Henry THornton: No. 

Sir Eucene Fiser: I thought it did because it Heaoned St. John, New 
Brunswick, a moment. ago. 

Sir Henry THornton: That only related to the first six tapers. General. 
The division of accounts did not go into effect until the Ist of July. 

Mr. Cantey: What proportion of the hne from Moncton to Halifax is 
double tracked? : 

Mr. Buarkiuock: About 23 miles, as far as my recollection goes. 

Mr. Cantiey: What is your policy in connection with the double tracking 
_of that line? 


Sir Henry THornton: I do not think that that has bee subjected to any 


examination to determine the policy. What usually happens on a railway is 
that when the traffic reaches a point or gives indication of reaching a point 
where it cannot be handled economically or satisfactorily on a single track, 
you then consider how much double track you want to put in. Sometimes you 


postpone the double tracking by- putting in automatic signals. It all depends 


on the volume of traffic. | : 


Mr. Cantiry: My point is this> at various times in the past you have 
carried out double tracking projects, and I’ presume the road has some definite 
program in regard to that. 


Sir Henry THornton: It has not been brought to my attention that there 


is any necessity for double tracking between Moncton and Halifax. 


Mr. Cantiey: But it does not go on in a haphazard way. There must 
be some definite program. ¢ 


Sir Henry THornton: The problem does not arise until the necessity 


appears, and I know of no necessity for double tracking the railway between i 


Moncton and Halifax. 


[Sir Henry Thornton. ] 
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ere CANTLEY: Ther must have been some te or you would not have 
double tracked certain portions of it. 

Sir Hmenry THorntTon: Yes, that necessity arose and was met by double 
tracking, as far as double tracking was considered necessary. 

Mr. Cantiey: I think the question of getting the full benefit of the double 
track between those two large divisional points should be taken into account. 
Has the management any clear and definite understanding in their own mind 
as to what they will do, and the rate of progress at which they i carry it 
out? 

Sir Henry THornton: There is no necessity at the moment for continuing 
the double track between Moncton and Halifax. 


Sir EHucene Fiser: Is there between Moncton and Levis? 

Sir Henry THornton: No. What happens is that you have a single track 
railway from: A to B, and are handling a certain amount of traffic. When that 
“traffic increases and gets to the point where you find you must add a certain 

- number of miles of double track, you then consider the problem. Usually you 

i commence by double tracking on some grade where the movement is slow, and 
that is sufficient for a certain number of years, and then the traffic catches up 

y with that and you find necessity for extending the double track. - How fast you 

. extend it depends entirely on how fast your traffic moves. You cannot begin 
to-day and lay down a program for double tracking between Moncton and 
Halifax which will be consummated five or ten or twenty years hence. 

Mr. Durr: Unless you give the C.P.R. running rights into Halifax. 

Sir Henry THornton: That we do not intend to do. 

_ Mr. Durr: But if you have to, you will develop the situation as it arises. 
Sir Henry THornton: Should such a catastrophe overtake us, we will deal 
with it at the moment. 

| Hon. Mr. Stevens: I want to ask one question in regard to charges due to 
employees’ compensation. The full item is $1,176,000, but included in that is 
an accountancy item redistributed of $294,000. Will you explain that? 

. Mr. Cooprrr: The division superintendent’s staff on the western region and 
the southern and northern Ontario districts were formerly charged under 371, 
Transportation Superintendence. In 1927 we divided that fifty-fifty between 
thisaccount and 371. 

Hon. Mr. STEVENS: That is not an increase in wages? 

Sir Henry THornton: No, just a redistribution. 

Hon. Mr. Srrvens: Transposing a charge from one account to another. 

: Hon. Mr. Dunnine: It shows a decrease in the other account. 

Sir Henry THornton: May I take it, subject to getting an answer to 
Colonel Cantley’s question, that the items chargeable to Maintenance of Way 
and Structures are passed. 

Mr. Cantey: Just one question. In regard to the Victoria bridge; I see 
an item “ widening the roadway, $136,000.” What is that? 

Sir Henry THornton: What happened. was this: the Victoria bridge, as 
you know, carries.a very large automobile traffic. The roadbed was worn out 
and had to be renewed. The roadbed is pretty narrow for two vehicles to pass, 

and we found that in renewing the roadbed 
ae Mr. Cantiey: You are referring to highway traffic? 


Be Sir Henry THornton: Yes. We found we could add 18 inches. Now, 18 
inches may not seem to you like very much, but it means a good deal to two 
passing vehicles; therefore we thought it wise to get that additional 18 inches 
even if it cost us some money. [Sir Henry Thornton.] 
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Mr. Cantiey:' You are perfectly satisfied as to the cia of the bridge? | 
Sir Henry THORNTON: Yes. 


Mr. Ruru: The situation was that the bridge was  \dangerous for highway ; 
traffic. 


Sir Henry THornton: Not the structure itself, but the roadbed. 


Mr. Rusu: It was too narrow. If a man were crossing the bridge and some 
reckless driver came along the other way and wanted to pass there was always 
a danger of a sideswipe; so we widened the highway. 


Sir Eugene Fiser: Can you give us any idea of the amount of relaying One 
track which has been done? 


Mr. Henry: In the year 1926-27. 
Sir Hpnry THornton: Somebody will make a note of it. 


By Mr. Jelliff: 


Q. There is an increase in the quantity of ae Have you anything here as_ 
to the new construction on the IN obi gee 2 Yes. 


Hon. Mr. DunniNn@: That is in the accounts. 


By Mr. McLean (Melfort): . 

@. Before leaving this item, the Victoria bridve, does the railway contribute 
the whole of the $136,000?—-A. That is part of the expense of maintaining the 
bridge. 

@. Part of the expense of maintaining the bridge for highway a 
Yes. The Victoria Bridge which crosses the St. Lawrence at Montreal carries 
the railway, the Montreal and Southern Counties tram cars, that company 
being owned by the Canadian National, and there is a highway bridge which | 
carries vehicular traffic and on that we charge certain tolls. ‘ 

Q. It is a toll bridge?—A. It is a toll bridge. 


Sir Euvcene Fiser: On this item, do you say that it does not iidlude the pay, . 
of the staff, that it is simply bridge charges. & ee 
Mr. Henry: That is where it is chargeable, to Maintenance of Way. © 


Sir Henry THornton: It is chargeable to Maintenance of Way. 


Mr. Povnior: Mr. Chairman, will you allow members of the House who | 
are not members of this Committee to ask questions? 


The CuHatrRMAN: At another meeting, Mr. Pouliot. 


Hon. Mr. Dunntne: If the question has relation to Maintenance of Way, 
there is no reason why Mr. Pouliot should not ask it now. 

The CHATRMAN: When we opened the meeting we decided to allow ques- — 
tions to be asked as long as too much time was not taken up. Are there any 
more questions on Maintenance of Way? If not, we will start with Mainten- | 
ance of Equipment. | 


Mr. Henry: On page 4 we have: 


Maantenance of Equipment. 


The comparative situation with respect to condition of equipment at the | 
end of the year as compared with the previous year is: . sf 
Be. 
[Sir Henry Thornton.] 
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Serviceable Servicea ble 
1927 1926 
TeIC ere lama uare hale Bs. 8) oe EN oy RR ‘92-9 93 - 
WIOGOINGOLIN GR! Lica d cham tinate Nanas) by 46” SR eA 82-9 81-9 
Maintenance of Equipment, Expense, 1927). Mia Oe a Na eR SG $47,447,253 
Maintensnce or idnipnrent Expense: 19261) pate. da kc. sec cass eeu tmane phie Reed as 47,321,603 


Increase $ 125,650 


Principal Increases— 


Seen Logomotives:— Retirements! sy cyes wale oo oie cig eae wpe auth ian) gone Susi 163 
Steam Locomotives—Repairs....:.........0.-. LEIS URN an ee atl a ah a 340,751 
Freight: train tGars—-hetirements, ) cae ee ee le i ee atc 999, 585 
Depreeiation (U.S. Lines)... Gs SRIRAM TAS ae Se Naa ey ich DE a I oS 115, 246 
Principal Decreases— 
Feciaht: | rain: Gale— Repair sis io aii: gels Gate hk ge aro talane aie Mie GA) $ 759,556 
Work Greionment—- Repairs. 6 626 cy Voc NeVich yee as fi. s 4 damier on Tetum mains ai 2 216,139 
Passover.) taint are iOvrementer. sc ie oe be cs osc uies Miers sane ees. 118,555 


The increase in steam locomotive repairs is made up partly of increase due 
to changes in rates of pay and the balance is due to more maintenance work 
performed. 

There was an increase of six locomotives retired as compared with the 
previous year. 

There was a decrease of 388 in freight train cars retired and not replaced, 
but as the book value was greater there was an increased expense. 

Equipment depreciation account on the U.S. lines increased in the year due 
to two new car ferries $54,000; additional locomotives and cars $57,000. 

The reduction in freight train car repairs has been made notwithstanding 
the effect of increased rates of pay. The decrease is due partly to the larger 
use of reclaimed material, partly to increased efficiency and partly to less work 
done. 

‘Increased rates of pay caused an increase on account of work equipment 
repairs. Charges to investment account for repairs effected, operated to produce 
the decrease in total amount of the account. 

Passenger train car retirements were decreased by seven units less than 
previous year, retired and not replaced. 

The effect of various main factors on the total expense is: 


Changesan price of materials, 2 oo. ety ca tls os ee ee iS Rt RES Dec. $ 759,000 
Changes in quantity of materials and miscellaneous...................0. Tne Od 5755000 
Changes in Papiuces Compensation— < 
TINGUCO TA UCS OM re uo ae ete se Nan hie abe key Inc. $ 362,000 
TUB MIOULE WVOTIROU hoe tora criere ee ay erg Ue Dec. 1,033,000 
Accountancy items due to readjustment............ Dec. 20,000 Dec. 691,000 
Aas ei bs SACL NI a RPO Ra ae Py IVAN Bi. we alne. $ 126,000 


There is a decrease in quantity of labour and material amounting to 
$542,000 and after allowing for accidents the decrease is $565,000, whereas an 
increase of $591,000 might have been expected in view of the relative traffic. 

Sir Henry Tuornton: Are there any questions any one would like to ask 
regarding Maintenance of Equipment Expenses? 


By Mr. Milne: . 
Q. There is an increase in Bob recintion: not on our own lines?—A. We do 
not charge depreciation on Canadian lines. We retire, and charge the retire- 
ment into expenses direct. 


By Sir Eugene Fiset: 
Q. May I ask if you have in your program for 1924-1925 a certain number 
of cars laa ten for the Eastern Division; 300 of those cars were to be pre- 
(Sir Henry Thornton.] 
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pared for service during those years, and you were to give us the proportion % 
that-had been provided for a former year. Is it possible to get that statement? 
—A. We will get that statement for you. by to-morrow, if necessary. 


By Mr. Milne: 


Q. Have you taken into considefation at all the protection of stock shipped 
in these slatted stock cars in cold \weather?—A. That question has come up, 
but I am not in a position to say much about it. There has been a good deal of 
discussion with regard to the treatment. of stock in transmission on railways 
particularly. The practice we have followed is that generally followed by rail- 
ways on the North-American Continent. There has been discussion and some 
criticism of late, especially in the public press, and we are having an examina- 
tion made of the whole position. I cannot answer your question off-hand, 
except to say that it is being given immediate attention. 


By Sir Eugene Fiset: 


@. While you are preparing this statement, is it possible to es what 
distribution has been made of these cars in the provinces of New Brunswick, 
and Nova Scotia and also in the Province of Quebec?—-A. Yes, sir, we can get 
that. 

By Mr. L. Bell (St. Antoine): 


@. Under Maintenance of Equipment are locomotives bene purchased 
in Canada?—A. All of our locomotives required for use in Canada, are pur- 
chased in Canada. All locomotives which are used in Canada, or intended to 
be used in Canada, are purchased in Canada. 

@. Does that apply - to other equipment also?—A. It applies to everything 
the company buys, that is, assuming that it can be found here. There may be — 
some small items—I do not remember. what they might be—there might be 
something required that we cannot get in Canada. But you may take it that 
everything which the company uses in Canada is bought in Canada. 


By Mr. Milne: 


@. How do prices for locomotives purchased in Canada compare with the 
United States?—A. They are higher. 

Q. Approximately how much?—A. I should say that if we bought a loco- 
motive in the United States for use in Canada, and paid the duty on it to bring 
it into Canada, it would probably be somewhat more costly than if we bought ~ 
it in Canada; but if you leave the duty out of consideration, I should say that 
locomotives can be bought more cheaply in the United States than in Canada. 


By Mr. McLean (Melfort): 

@. But for use on the American lines, leaving them in the country of origin, 
what would be the approximate difference between locomotives of the same type 
in the two countries, leaving aside the questions of duty and importation alto- 
gether?—A. We can get exact figures for that. JI would not like to answer it 

off-hand. 
; Q. I would like to know the difference in the cost of railroading in the two 
countries—A. You want to know the cost of locomotives, generally speaking, 
in Canada, as compared with the United States? We can get that. 

Mr. Vien Better get the same information in regard to box cars. 


By Mr: McLean (Melfort): 


@. You might as well give it to us on box cars and regular train equipment. 
—A. I] will get ‘it on motive power and rolling stock. 
[Sir Henry Thornton.] 
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- By Mr. Jenkins: 
Q. May I ask a question about the Pullman Company. Have they any 
jurisdiction over your lines?—A. We operate Pullman cars on through routes, 


running into the United States, for instance, between Canadian points and 


Chicago, and between Canadian points and New York and Boston. 

Q. I presume the Pullman Company get a royalty on that business?—A. 
No, they furnish the cars. I can give you the details of the contract, if you 
would like to have them. 

Q. They furnish the cars?—-A. Yes, and maintain them and operate them, 
but we haul them. 


By Hon. Mr. Stevens: 


Q. They get a royalty?—A. The Naar buy the tickets, and the company 
gets the gross revenue. 


By Mr. Jenkins: 


Q. It would be more profitable to operate them yourself?—-A. I am not 
sure about that. We operate our own sleeping cars between the principal points 
in Canada. The C.P.R. also have done that. It has been the general practice 
‘on both railways. I should want to retain that privilege. I mean if I were 
asked to sell to the Pullman Company, or let them take over our services, I 
should feel that we ought to refuse. 


By Mr. Milne: 


Q. The Pullman Company is not a subsidiary Company?—A. It is an 
independent company, operating sleeping and dining cars generally, on the 


North American continet, but chiefly in United States. 


By Mr. McLean (Melfort) : 

@. They operate on your lines only where they cross the border?—A. 
Where they cross the border. That too, is a heritage which came to us. As a 
‘matter of fact the Pullman Company developed in a perfectly legitimate way 
and filled a legitimate want in the early days of railroading. The Pullman 
Company in the first place, had the patents on sleeping cars, and in the second 
place they had the capital to provide sleeping cars, which most of the railways 
some decades ago in the United States did not have, and in the third place their 
sleeping cars could travel freely over different railways. For instance, they 
could run sleeping cars from Chicago to San Francisco, which might pass over 
three or four different railways, while if one railway owned its own sleeping 
cars, unless they came to sOme understanding on exchange of equipment there 
would have to be an exchange of passengers at the boundaries of each railway. 


So that an understanding was brought into existence with the Pullman Com- 
pany and that has existed. 


By Mr. Jenkins: 
-Q. They have given a satisfactory service?— 
Hon. Mr. Dunnine: Not any better than our own. 


By Mr. McLean (Melfort): 
Q. There is no competition?—A. There is no competition. 
Q. To say the least of it, it is no better than your own?—A. I would say 
that our own is the best. 
Mr. Cantirey: From the beginning of the Intercolonial there was an under- 
standing with the Pullman Company which lasted for about twenty years. 


Some years ago the Intercolonial took over the cars of the Pullman Company 


and operated their own. ~ 
[Sir Henry Thornton.] 
® 
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By Mr. Bell (St. Antoine) : catia 
Q. One question with regard to Maintenance of Way. Ties at bone 
what is the policy of the company ? Is it to buy by tender?—A. Practically 
everything the company buys is bought on tender. 


By Mr. Duff: 


Q. Open competition?—A. Open competition. When you come to the — 


purchase of ties, you cannot always pursue entirely the policy of open tenders, 
but we fix a certain price for ties, which we think is fair, and which is generally 
as satisfactory as anything can be. Then we try to apportion the ties in 
accordance with the ability of the producers to produce. 


By Mr. Cantley: 


Q. You beat the poor contractor down-to the lowest?—-A. Our business. 


is, not to waste money, Colonel Cantley. 


By Mr. Bell (St. Antoine) : 
Q. What about loss by accidents?—-A. Well, after all, the Lord is a very 


valuable ally. .You may at any time have one ‘accident which might cost a 


million dollars. It is queer the way the thing goes. 


By Mr. Cantley: 
Q. Any decrease is largely due to the ‘apeeetent of the rounded? At 


As a railway improves its roadbed and becomes more efficient, automatically its 


accidents are likely to decrease. 
Mr. Cantury: I think you can very well take credit for it. 
Hon. Mr. Dunnine: Not altogether. 
Sir Henry THornton: Wait a minute Colonel. You have been giving us 


too much credit. The increase in accidents was only 23. It is the difference 


between 542 and 565. However, I am using every effort. : 
The CuatrmMan: Are there any further questions, about Maintenance of 
equipment? If not, we will pass on. 


By Mr. McLean (Melfort): | peice 


Q. We were talking about ties a moment ago; how many do you use 4 


throughout the Dominion? 


Sir Henry THornton: How many do we use on the railway aS a “whole? 


Q. Yes?—A. I will tell you in two minutes. 7,697,000 last year. 
@. You did not find any difficulty in tie purchasing last year because the price 


was reduced?—-A. No, we did not find any trouble. There may be a local trouble — ig 


here and there, but generally speaking, there is no trouble. 


By Mr. Milne: | 

Q. Do you find it economical to treat your ties with creosote?—A. Yes, we 

are advancing as rapidly as we can in the employment of treated ties for ‘two 

reasons; first, because it is economical, second because it ene to conserve the 
timber supply of the Dominion, . 


By Sir Eugene Fiset: 


Q. To what extent did you use hardwood ties last year?—A. I wail bars to ne 


get that. Do you want to know how many hardwood ties we used? 
(. It does not matter—A. I think maybe we can get that for you. 


@. You did give us the information last year?—A. Last year we used | 


2,197,000 treated ties, and 5,500,000 untreated ties. 


Q. Were those hae pod talk. No, they would not be hardwood. aL have the F | 


answer to your question. 
[Sir Henry Thornton. ] : , 
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_ Mr. Henry: Hardwood ties purchased last year amounted to 1,459,000. 
Sir Evcrnr Fiser: Out of 7,000,000? | 
_ Mr. Henry: Out of 7,000,000. : | 

Hon. Mr. DuNNING: None of the treated fies : are hardwood? 

Sir Henry THORNTON: Yes. 

Sir Hucene Fiser: May I ask if you have used both birch and maple. 

Mr. Henry: We have used both birch and maple. 

Sir Evens Fiser: There is a demand for the information. 

5 Mr. Henry: We used last year, soft wood ties—those are purchased hee 

you can take it as approximately 5,000,000 jack pine, 428,000 British Columbia 
fir, 973,000 hemlock, 600,000 cedar, 400,000 tamarack, 16,000 spruce, 831 poplar, 
7,182 pondasa pine, making a total of soft wood ties of 7,480,000. 

Of hardwood ties we used: chestnut 20,500, white oak 117,000, treated red 
oak 112,500, treated hardwood 112,500, red oak 111,000, beech 219,400, birch 
515,800, maple 251,000, making a total of 1,459,000, or a grand total of 8,939,000. 

Mr. Power: What proportion did you buy from dealers, and what propor- 
tion from settlers? 

Sir Henry THornton: We.can get that if you would like to have it. 

Hon. Mr. Dunnine: There are those who produce the ties as settlers and 
those who produce the ties as dealers. 

Mr. Henry: Settlers direct is what you have in mind. 


‘By Mr. Jelliff: 
Q. What is the difference in the life of a tie, as between a hardwood and a 
softwood tie? 
Sir Henry THornton: The life of a tie depends partly on the ravages of 
nature and partly upon the traffic. In a very general way, you can say that a 
hardwood tie will last ten years under an average amount of traffic. 


By Sir Eugene Fiset: 
Q. And a treated tie?—A. A treated tie is good for something like eighteen 
years, maybe more. Sometimes you get such heavy traflic conditions that the 
tie wears out mechanically before it rots out. 


By Mr. Jelliff: 

Q@. What is the difference in the price?—A. The average cost, Mr. Jelliff, 
of treated ties last year was $1.46, and the average cost of an untreated tie was 
72 cents. 

By Mr. Milne: ) 
-Q. Do the ties last longer when treated?—A. Yes. 
_ Q. How much longer?—A. I should say it would add a couple of years, 
because there is less moisture around the base of the tie, and less inducement 


=) to. rot. 


By Sw Eugene Fiset: | 
Q. When preparing the statement for Colonel Power is it possible to obtain 
the approximate number bought irom settlers through your local station agents? 
—A. I do not know whether we can get that or not. We can try, and see what 
we can do. 


By Mr. Melon, (M eliort) 


Q. Is that method followed?—A. Which method? 
(Sir Henry Thornton. ] 
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_ REPORTS OF THE COMMITTEE 


TuirD REPORT 
Tusrspay, April 17, 1928. 
The Select Standing Committee on Railways and Shipping, owned, operated 
and controlled by the Government, beg leave to present the following as their 


Third Report: — 


Your Committee, to which was referred Bill No. 204, An Act respecting The 
Toronto Terminals Railway Company, have taken the said Bill under considera- 
tion and have agreed to report the same without amendment. 


All of which is respectfully submitted. 


W. T. GOODISON, 
Chairman. 
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MINUTES OF PROCEEDINGS 


Room 429, Housr or CoMMONS, 
Turspay, April 17, 1928. 


The Select Standing Committee on Railways and Shipping, owned, operated 
- and controlled by the Government, met at 11 o’clock, a.m., the Chairman, Mr. 
- Goodison, presiding. 


The following members of the Committee were present:— 
3 Messieurs: Cantley, Chaplin (Hon. J. D.), Duff, Dunning (Hon. C. Ay 
Fiset (Sir E.), eae Jelliff, Jenkins, McLean (Melfort), Milne and Stevens 
_ (Hon. H, H.)—11 


eo oir Henry Thornton, "President, and a number of the official staff of the 
~ Canadian National Railways were in attendance; also several representatives 
of the Department of Railways and Canals. 


: ~The Chairman announced that the first matter to be taken up would be 
- Bill No. 204, An Act respecting The Toronto Terminals Railway Company, 
which had been referred to the Committee for consideration. 


The said Bill was considered, adopted without amendment and ordered to 
be reported. 


A ‘statement comprising questions that had been asked at the previous 
meeting, held on March 22, with detailed answers to the various questions was 
~then submitted by the Chairman, discussed again by the Committee and ordered 

to be incorporated in the evidence. 


The Analysis of Accounts of the Canadian National Railways,-which was 
under consideration at the previous meeting of the Committee, was again taken 
2uP at page 5, where interrupted at the adjournment of the Committee. 


Sir Henry Thornton as witness, the Committee considered the following 
_gubjects and items, in successive order: se 

Maintenance of Equipment, Traffic, Transportation, Miscellaneous, General, 
- Transportation for Investment Cr. 


_ Eastern Lines, increases and decreases for years 1926-27, on which there 
was general discussion. | 


The Annual Report of the Canadian National Railways System was then 
placed before the Committee, and under the heading of Railway Operating 
- Revenues and Expenses, the following items were discussed in detail, viz: Items 
101 to 152, pages 16 and 30. Reference was again made to EKastern Lines state- 
ment, page 3, under the heading of Railway Operating Revenues and Expenses, 
Ttems 101 to 148 were discussed, in order to conclude the items under this head- 
Ing. 


It being about one o’clock the question of the next meeting arose. After 
- discussion, Mr. Dunning moved, that the Committee meet again to-morrow, 
Wednesday, at 11 o’clock, a.m., and then decide as to further ene 


Carried. ge 


The Committee adjourned. 
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CoMMITTEE Room 429, 
House or CoMMONS, 
Turspay, April 17, 1928. 


The Select Standing Committee on Railways and Shipping met at 11 o’clock, 
a.m., the Chairman, Mr. W. T, Goodison, presiding. 


The CHAIRMAN: Gentlemen, the first thing we will take up this morning is 
- Bill 204, “ An Act respecting the Toronto Terminal Railway Company.’ Copies 
of this Bill will be distributed to you shortly, but I will read this to you now. 


His Majesty, by and with the advice and consent of the Senate and 
House of Commons of Canada, enacts as follows:— 

1. Subsection three of section 15A of chapter one hundred and seventy 
of the statutes of 1906, as enacted by section one of chapter twenty-eight 
of the statutes of 1925, is. hereby repealed and the following substituted 
therefor: — 

(3) The Canadian National Railway Company may issue, in addition 
to the security issue authorized by subsection two of this. section, bonds, 
debentures or other securities to an amount not exceeding ‘ten million 
five hundred thousand dollars to be used,— 

(a). In the purchase at par of securities issued by the Company not 

exceeding, together with the securities purchased under the pro- 

‘ visions of subsection two of this section, one-half of the total 
securities to be issued by the Company for the purpose of its . 
undertaking; 

(b) In defraying the cost of portions of the said Viaduct and Works, 

which will not be included in the works to be owned by the 
Company and will have to be constructed for or by the Canadian 
National Railway Company itself, and in defraying the cost of 
-other-railway facilities necessitated by or incidental to the con- 
struction of the said viaduct and works. 


Hot Mr. Dunninc: Mr. Chairman, it will be remembered that in the House 
of Commons I moved that this Bill be referred to this committee in order that 
the officers of the company might be available to give such information as the 
committee might desire with respect to the Toronto terminal project, and with 
respect to the increase in authority contemplated by the Bill. That was acceded 
to on the ground that inasmuch as the-evidence of this Committee is recorded, 
information which is: here obtained from the officers will be available to the 
membership of the House of Commons generally. Really, the whole Toronto 
terminal matter is before this Committee for examination of the officers in any 
way they may see fit, and probably, to start the ball rolling,’the first question 

might properly be “ Why the increase from $7,500,000 to $10,500,000?” 

Sir Henry THornton: The amount of money asked for is for certain works 
which are ancillary to the construction of the Toronto terminal, and which have 
_ grown out of the Toronto viaduct proposition. For example, it was necessary 
- to construct for the exclusive use of the Canadian National Railways an engine 
- house, and a number of other things of that character have been necessary and 
_ have been occasioned by the Toronto viaduct and the new Toronto terminal. 
Mr. Jeuuirr: What was the cost of the new engine house? 


Mr. Brown: \The engine house and coach facilities, about $2,000,000. 
[Sir Henry Thornton. ] 
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Sir Henry THornton: In addition to the engine house there was an addi- — 
tional express house and express facilities; there were offices for the Canadian — 
National Railways, which represented $300, 000. The first item, “express facili- 
ties,” amounted to $346,000. There was also a power house, which was not 


originally included, which represented $665,000. That totals $1,306,000. In 


the adjustment of our relations with the city, the city was unable to bear as_ 


large a proportion of some of the expenses as we expected, and that had to be 
cared for. There was also a difference of about $1,000,000 in regard to land. 
We expected to get about $3,000,000 for certain lands we were going to sell, but 


we only got $2,000,000. Briefly, this represents necessitous work which had to 


be done as growing out of the construction of the Toronto terminal. De 
Mr, Jeviirr: Work not contemplated in your original arrangement? 

Sir Henry THornton: Partly not contemplated, and partly under-esti- 

mated. = 


Hon. Mr, Stevens: Does this $10,500,000 represent the total investment of - 


the National Railways in the Toronto viaduct? 
Sir Henry Tuornton: No, the total cost of the Toronto viaduct— © 
Mr. Brown: It will be about $17,500,000. : 


Hon. Mr. Srevens: The National Railways’ participation will be BOs 
$17,500,000? 


Sir Henry THornton: Eventually, yes. 
Hon. Mr. Stevens: Including the station? 


Sir Henry THornton: Yes. - | er 


Hon. Mr. Srevens: All the terminals? 
Sir Henry THorNToN: Yes. 
Hon. Mr. Stevens: And the viaduct? 
’ Sir Henry THORNTON: Yes. 


Mr. Mitne; Has the C.P.R. a like amount invested as compared with — 


the C.N.R.? 
Sir Henry THornton: I should think apdevingta yes. 


The CHatrMAN: The proportion between the two you would say i 1S about 
half and half? 


Sir Henry THORNTON: Yes. 


Hon. Mr. Stevens: Is the seventeen nee in edition: to the ten and 
a half? 


Sir Henry Tuornton: No, the seventeen million is the total. 


The CHatrMan:~ The ten and a half million dollars is included in the 
seventeen? > 


Sir Henry THornton: Yes. 


re 


Mr. McLean (Melfort): Did the ae agree to pay a larger proportion 


than they are now paying? 
Sir Henry Tuorntron: I do not think they did. 
Mr. McLean: You just expected they would pay more. 


Sir Henry Tuornton: Yes. Of course, when a project of this sort first 


starts, you have to make certain assumptions. Some of these assumptions 


involve the cost of the additional land that will be required; some of them 
involve the credit that you may get for land that’ ean be diverted to other — 


nurposes, and not needed for the viaduct; and another supposition that you 


have to make is what the division of the cost will be between the railways on 
[Sir Henry Thornton.] 


assumptions? 
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the one hand and the city on the other. Those have to be estimated originally 
to the best of your ability. They are difficult to estimate, and sometimes they 


do not turn out as you expect them to. 
Mr. McLean (Melfort): You had no agreement with the city that they 
would carry a certain aggregate amount or a certain percentage of the cost? 
_ Sir Henry THorntron: We had a general agreement with the city. 
Hon. Mr. Dunnine: You got the authority here to negotiate the agree- 
ment. . | 
Sir Henry Tuornton: Yes, that is right. 
Hon. Mr. Dunnine: And the agreement was negotiated upon certain 
Sir Hpnry THornTon: Yes. 


Mr. McLean: If the agreement was negotiated as Sir Henry states, on. 
the assumption that they would pay so much, was there an aggregate or a 
percentage of the amount agreed upon? That is what I should like to under- 


_ stand. Was there such an agreement? 


Sir Henry THorNtTon: There was an agreement with the city as to about 
how much they-were to contribute, and then as we proceeded with the work, 
a whole lot of unforeseen things developed in connection with it, and with our 


- negotiations with the city. 


Mr. McLran: Are they paying what they agreed to pay? 


Sir ‘Henry THornton: Yes, the arrangement with the city is perfectly 
amicable, and there is no contention. 


Sir Eugenr Fiser: Does the same agreement exist between the C.P.R., 
and the city also? = 


' §ir Henry THornton: I suppose they have an agreement with respect 


_ to matters which relate to themselves, and of-course, they participate with us 
‘Im our joint understanding with the city. 


Sir Evcens Fiser: That is a tri-partite agreement? 
Sir Henry THorntTon: Yes. 
Hon. Mr. Stevens: Where is the other seven millions provided for, Sir 


- Henry? 


Sir Henry THorntony The additional? That, we will bring up next 
year. 
Hon. Mr. Stevens: It is not yet asked for? 


Sir Henry THornton: No, we are merely asking for what is necessary 
to carry us through this year. And, we will be able to see a little more clearly 


next yéar what we want to do, but ‘this merely carries the work until the next 


pe 


session of parliament. 
Mr. Cantuiey: This is not final then? 
Sir Henry THornton: No. 


~ . Hon. Mr. Stevens: The total cost is now estimated at seventeen millions, 


and I was asking where the balance was to come from? — 
Sir Henry THornton: That will have to come next year. 
Hon. Mr. Stevens: You are trusting to the good nature of Parliament? 


Sir Henry THorNToN: We feel that we can always rely upon the fra- 
ternal influence of a Parliament with respect to the Canadian National. 
Hon. Mr. Stevens: It is a Se thing to lean on all right. 
{Sir Henry Thornton.] 


——~ 
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Sir Henry THornton: I may say this, Mr. Stevens: If we come to Pareong 
liament and have a clear case, and can prove our case, we feel that we will 4 
get fair treatment. If we cannot prove our case, we do not deserve it. a 

Hon. Mr. Srevens: I asked the question because I thought it had already — 4 
been voted or was coming from some other source, but the real answer I take 
it is, that you will come back next year, or at some future time, for the Ralance wl 
of the vote, whatever it may be. ; 

Sir Henry TuorNnTon: Precisely. 

Hon. Mr. Dunninc: But, the seventeen million dollars includes not only 
the costs of the Toronto Terminal Company, but all the costs of the C.N.R., 
of works necessary to fit in outside the area covered by the terminal, to. fit in 
with the terminal scheme. 

Sir Henry THORNTON: ‘That is so. 

Hon. Mr. DunninG: And that might be provided for by this legislation, 
or the regular budget? 

Sir Henry THORNTON: Yes. ; 

Hon. Mr. Dunnine: In so far as it is covered by the area outside the 
terminal scheme? 

Mr. Cantiey: I presume you are nce the replacement of buildings 
or sheds you had somewhere else? 

Sir Henry THorRNTON: Well, we had an engine’shed; it would be per- 
haps stretching a point to call it an ne shed, it had got into pretty bad 
shape, and it had to be rebuilt. 

Mr. Cantitny: The shed would Beinn’ to the former Grand Trunk? 

Sir Henry THornton: | Yes. o 

Hon. Mr. Dunning: That seventeen and a half million also includes the 
original shed and station cost which was invested before this agreement? 

Sir Henry THornTon: Yes, that represents our total costs, partly from ~ 
the joint terminal arrangement, and partly for certain constructions which were 
forced by the new terminal. 

Hon. Mr. Dunnine: I thought: Mr. Stevens was under the impression 
that you contemplated coming back for seven and a half millions more?~ 

Sir Henry THornton: No, I did not get that. 

Mr. McLean (Melfort): I suppose most of this money asked for HOW, 
has been already expended under the previous legislation. 

Sir Henry THornton: I would ask Mr. Brown whether we have spent it 
all or not? | = 

Mr. Brown: No, there is still a balance unexpended. 

Mr. McL#an: Of the seven and a half million? 

Sir Henry THorNTON:. Yes. 

Mr. McLran: But the great bulk is spent, of course? 

Sir Henry Tuornton: As a matter of fact, to make a short-cut to it, 
something is due to the Toronto terminal itself; it is partly expenditures which / 
necessarily were forced by the construction of the terminals. For instance, 
we had to have a new engine house. Well, we have to have a new engine 
house, we could not get away from that; there must be some place to put+the 
engines. 

Mr. Durr: I move that Clause 1 carry. ; 

Mr. Jevuirr: I would like to ask Sir Henry if he. can tell us approx- ~ 


imately when the work will be completed? 
[Sir Henry Thornton.] ie 
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Sir Henry THornton: Mr. Brown can perhaps answer that better than 


anyone else. 


t 


eS ene, ek 
yet 


Mr. Brown: In about two years more. 
The CuairMAN: Is Clause 1 carried? 
Carried. 


The CuatrMAN: Shall we report the Bill? 
Some Hon. Mrempers: Yes. 
Sir Henry THorNToN: Mr. Chairman, there were certain questions which 


were asked at the last meeting of the Committee, and we-have these answers 
here. 


them. 


Will you give those answers, Mr. Henry, please? You have prepared 


Mr. Henry: Colonel Cantley asked: 


What portion of the line from Moncton to Halifax is double 
tracked? 


The answer is: 


Miles 

Halla COMVWVInGSOM JUNCTION. cs. untee WoL) ok. 4 eee 2s LO 938 
aruro to Belmont... .. Hog NE RT DENY calle SFM A) 
Springhill Jungtion to Maccan.. .. . OREN ire Nita Bas 
Painsee Junction to Moncton order board.. i. Sunk ead pol Che: 
Total milceee HOUe rack eg Uo eae BO" Bb 


Sir Eugene Fiset asked: 


What is the program for equipping cars for potato service and 
providing them with heaters? How many of these cars have been condi- 
tioned and equipped with heaters? What is the distribution of these cars 
in Nova Scotia, New Teineetele and Quebec? 


_ Answer: 


Eastman Heaters. _188 ears. A charge, in addition to the freight 

rate, is made for the use of these cars and 14 cents~per mile for heating. 
These cars have heaters permanently installed. 

Lined Potato Cars.—196 cars. A charge, in addition to the freight 


- rate, is made for the use of these cars, and they are heated entirely by 
_ / shippers. 


Refrigerators.—50 cars, specially lined on orders of the Board of 
Railway Commissioners, for use from points in the Maritime Provinces 
to Atlantic Ports. A charge, in addition to the freight rate, is made for 
the use of these cars, plus a special charge for their use, as authorized by 
the Board. If heating is requested, a charge of 14 cents per mile is made 
in addition. Heating is accomplished by the use of portable heaters. 

Refrigerators —2,880 cars, for which a charge, in addition to the 
freight rate, is made, also a charge of 14 cents per mile for heating if 
“same is requested by shippers. This is ie accomplished by portable 
heaters. 

With the exception of the 50 specially lined refrigerator cars, all cars 
are distributed over the whole potato loading territory. 


Sir Eucene Fiset: May I have a copy of that? 


Sir Henry THornton: It will be published in the minutes. 


Sir Evcene Fisrer: I would like a special copy. 


_ Sir Henry Trornton: See that General Fiset gets a copy for his own use. 


[Sir Henry Thornton.] 
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Mr. Henry: Colonel Cantley asked: ~ 
What is the mileage of wooden trestles on the Western Region, and 
what replacements or betterments were made last year? 
We have given a statement here of the whole system. This is rather a long 
statement. Do you want it by regions, or simply the system situations? : 
Mr. Cantiey: If you have it there, I will get it later; if you will put it-in 
the minutes. 


Sir Henry Tuornton: Then we will hand it in to be published in the 
minutes. 


[Sir Henry Thornton.) 
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Mr. Henry: Mr. McLean (Melfort) asked: | 
What is the cost of locomotives and cars, passenger and freight, of 
the same type, in the United States, compared with the cost in Canada, 
leaving aside the question of duty? | 
Here is ‘a statement which perhaps might go in to the minutes. ee 
Sir Henry THornton: Does Mr. McLean want that read? 


Mr. McLean: As long as it goes into the record, it will be all right. 


o 


Answer: 


Comparison of cost of locomotives and cars, passenger and freight, of the same 
Type purchased in the United States, as compared with similar equipment 
purchased in Canada, exclusive of Canadian import duty and sales tax. 


Locomotives: 
1924: 21 Type 4-8-2 Passenger, Canada, $75,000 each, C.L. Co. 
1925: 5 Type 4-8-2 Passenger, U.S.A., $56,850 each, B.L. Co. 
1927: 40 Type 4-8-4 Passenger, Canada, $94,250 each, C.L. Co. & M.L. 
Co. 
1927: 12 Type 4-8-4 Passenger, U.S.A., $83,500 each, A.L. Co. 
Increase in cost, 1924 to 1927, due to increased capacity ‘i locomotive and 
improvements in design. 


Freight Cars: Me - 
_ 1927: ~750 40-Ton steel frame box auto cars, Canada, $2;800 each, 


NB.C eT. 
1927: 1,000 40-Ton steel frame box auto cars; U.S.A., $2,180 each, PS. 
Co. 


a 
Passenger Cars: 


1919: 80 Steel colonist cars, Canada, $32.500 each, C.C. & F. Co. 
1919: 50 Steel colonist cars, U.S.A., $24,000 each, P.S. Co. | 
1928: 50 Steel colonist cars, Canada, $35,000 each, C.C. & F.-and N.S.C. 
1928: 50 Steel colonist cars, U.S.A., $26,000 each, P.S. Co. 


_ Work Cars: ; 
1927: 100 Convertible ballast cars, U.S.A., $2,600 each, P.S. Co. 
1928: 300 Convertible ballast cars, Canada, $3,150 each, CL. & F. 
and N.S.C. 
Increase in prices 1919 to 1928 principally due to ced price of lumber 
and improvements in brake equipment and interior equipment, and fittings. 


Mr. Henry: Major Power asked what proportion of the ties were Done 
from dealers and what proportion from settlers, during 1927. 


Hon. Mr. Stevens: What are the totals of that, just roughly? 
Mr. Henry: The totals were: Manufactured ties 8,835,457; from settlers: 
104,811. 5 


; Ps . 
Hon. Mr. Strvens: The statement goes in, I understand? Sea 1 
Sir Henry Tyornton: If it will be all right, that may go in. ~ 


[Sir Henry Thornton. ] 


put a copy of that in. 
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> _ Answer: : 
a : Manufacturers Settlers 

Atlantic Region— ties ties Total 

Prince Edward rene ASB ST Une es 4,488 

Nova Scotia.. Sars aNs 433,350 3,658 437,008 

New Brunswick. . 604,133 5,874 610,007 

Quebec. 10,668 176 10,844 

She arene Nt cs 1,052,639 9,708 1,062,347 
Central Region— 
Quebec. . 506,185 3,067 509,252 
Ontario. . . 1,776,911 7,228 1,784,139 
eae West Virginia. . ZO 220 mee: 20,226 
ae 7 Total vec. 2,303,322 10,295 2,313,617 
i Western Region— 

Ontapiory (Ss 200 danke ats 999,753 117 999,870 

Manitoba. . 38,095 717 38,812 

Minnesota. . Qa ASO: ois gery oe 125,450 

Saskatchewan. . 349,217 768 349,985 

2 Alberta.. .. 1,255,878 12,188 1,268,066 
British Columbia. . 1,966,103 71,018 2,037,121 
Total o. 0s 4,734,496 84,808 4,819,304 
GUS Western a7 7a eo et 745000.) se. 745,000 
Grand totaly s 267 cou yay 4 8,580,407 104,811 8,940,268 

Mr. Henry: Sir Eugene Fiset asked: tah 

How many ties were purchased from settlers in 1927 which were 
bought through local station agents? 

The answer is: 

No ties are bought through local station agents. It would not be 
practicable to do this because the station agent has no means. of 
inspecting ties, and any ties which would be offered would usually be 

_ located a long way from.-where a station agent could supervise this work. 
; We have a staff of tie inspectors who inspect all the ties we buy. 
Fe ~ * We accept all the ties offered to us direct by settlers. Copy of our 
advertisement which appears continuously for two weeks in all important 
a ~ newspapers throughout the country at locations where peers would have 
ag any interest in our tie business is given. 
¢ Mr. McLEAN: Would a question be in order at fins. point? 
be Sir Henry THoRNTON: 


May I just ask General Fiset if it is sufficient to 


Ee Sir Eucene Fiser: That will be quite sufficient. It does not answer my 


— Sir Henry THORNTON: 

--— it we are sorry. 

bee. Sir EvcENrE FIser: 

Bas. Mr. McLean: 

a Sir Henry THorNTON: 
hands of the Committee. 


question, but that does not matter. 
We will try to answer it; if we have not answered 


\ 


That is all right. 
Will a question on ties be in order at this point? 


That is for the Chairman to say. We are in the 


We will try to answer everything put to us. 
The answer reads says that you accept ties from settlers 


whenever offered or as many as are offered. Just what machinery have you 


fig 

: 

= Mr. McLEAn: 
ah 

¢ 

me 


for accepting these ties? 
Sir Henry THORNTON: 
Committee. 


Mr. Vaughan will perhaps explain that to the 


{Sir Henry Thornton.] 
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Mr. VaucHan: We have inspectors all through the country, Mr. McLe 
and if a settler advises us, or one of our chief inspectors, or regional tie agents 
that he has ties to offer us, we immediately send out a man to DED them 
and we accept them there. , os ae 
Mr. McLean (Melfort): How do you fix.a price on them? : 
Mr. VAUGHAN: We fix a definite price in every region for settlers’ ties. aa 
Mr. McLean: What is the difference between settlers’ and contractors’ - z 
ties? is 
Mr. VauGHAN: It amounts to about six cents a tie; six to six cae a _ half. 
I do not just remember off-hand. 
Mr. McLean: But a settler can write direct to.one of your special agents? 
Mr. VaucHan: Yes, we never refuse to take a tie direct from a eae 
Mr. McLean: And your inspector goes and inspects the ties? 
Mr. VaucHan: Yes. While we show number taken directly from settlers, 
we probably get a million ties additional, of settlers’ ties, through contractors. _ 
The settlers do not sell to us direct, because the contractors finance them. i 
Sir Eugene Fiset: Do you mean to say you answer every inquiry that 
you receive even if sent through members of Parliament? : 
Mr. VaucHan: We do not get any inquiries through members of Se me 
liament. 
Sir Eugene Fiser: Do i be too sure of fhae = 
Sir Henry Tuornton: I might put it this way: that if any ened of 
Parliament has any questions to ask with respect to ties or anything else, he 
usually writes to me. I endeavour to get an answer to that question from the 
officer who is in charge of it, and reply to him. I do not know of any instance 
in which we have neplected to make a reply, and nO I may me that 
the answers to questions are numerous. 
Sir Eugene Fiser: I think I have written on ‘a few occasions, but I did _ 
not write to you, of course; I wrote, I think, to the Vice- President, and my vo 
letter was referred to the Purchasing Branch as far as ties were concerned, but. 
I never got any answer. . ay 
Sir Henry THornton: Whom did you write to? 
Sir Eucene Fiset: Mr. Hungerford. an 
Sir Henry THornton: He is a busy man; you ought to have writin ta. 
me; I have not anything to do but answer letters. I would say this; that as a’ 
general principle any member of the House of Commons who has any question 
he wants to ask, if he will write to me, I will do my best to get him the answer. _ 
The CHAIRMAN: Gentlemen, if you have no further questions, when we 
left the analysis at our last meeting we were at page 5. Shall we go on? — 
Sir Henry Tuornton: There is one more question, Mr. Chairman. 
Mr. Henry: Colonel Cantley and Sir Eugene Fiset’ asked for a classifi- _ 
cation of the expenditures made on the Atlantic region last year. The question 
was: | 2S eee 
Sir Honey Tuornton: May I file the statement, to be published in the — ; 
record? | ae 
Mr. Henry: (Reads): 
What is the classification of the expenditures made on the Eastern — 
Lines out of the budget for betterments for the year ending December _ 


31st, 1927? ; : 
[Sir Henry Thornton.] is 


on 


Answer: 
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Please see attached statement of capital expenditures, according to 
engineering classifications, made on the Atlantic Region, for the year 
1927, including :— ; 

Canadian Government Railways 

Halifax and Southwestern Railways 

Canadian National Railways 

Inverness Railway 

Vale Railway. 


(Statement: follows) : : 


— 


. CANADIAN NATIONAL RAILWAYS 
Eastern Lines (Atlantic Region) 
Summary or CaprraL EXPENDITURES 


YrarR 1927 UnpeR ENGINEERING CLASSIFICATION 


RECAPITULATION — 
Expend. 
Expend. Amount Retire- less retire- 
Account applicable charged ments of ments 
Corporation No. to invest. to Optg. Prop. Cr. applicable to 
Re cots in road and Expenses to Capital | investment in 
equipment Account road and 
equipment 
$ ets. $ cts. $ cts. $ cts. 


Cae Ti are ay eg Io mA -. 701 | 3,800,154 79 | 1,035,022 35 | 1,583,783 05 | 2,216,371 74 


MPAA Res 2 ee a aes pater 701 | . 124,803 97 28, 462 49 951,631 07 126,827 to 

Canadian National ae TUE Yo O84 4B a oe ek 1,750 58 8,133: 87 
Total Account Nos. 701 a 

OHO 200 es see ae ae ira Se 3,934,843 21 | 1,063,484 84 | 1,837,164 70 2,097,678 51 

“Inverness Railway............ 702| 51,675 77 11,694 73 11,805 28 39,870. 49 

bene Railway. ores. Fee = 702 Gb Sei ee cae OTs tec he Ses 651 38 

te 1 Otal Account: NOs (02 le a 52,327 18 11,694 73 11,805 28 40,521 87 


= Total Nos. 701, 702....... Le on Pray a 3,987,170 36 | 1,075,179 57 | 1,848,969 98 | 2,138,200 38 


Fe : : [Sir Henry Thornton.] 
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CANADIAN NATIONAL RAILWAYS na 
EASTERN LINES 
(Atlantic Region) 
CANADIAN GOVERNMENT RAILWAYS 
€ 
Summary or CaprraL EXPENDITURES 
Account No. 701 Year 1927 under Engineering Classification 
Expenditure 
Expenditure Retirement ess 
: applicable | Amount of retirements 
Unit or Unit to charged Property | applicable 
Group Class of Work Number or Investment to Credit 0 —e~ 
to be used} Number] in Road | Operating to Investment 
and Expenses Capital in Road 
Equipment Account and 
Equipment 
$ cts $ cts $ °° cts $ cts. 
1A | New lines constructed..............00-. No. & Mi 
Bor | New dines acquired on) ss tans ce sf 
GC 1 Fane diversionsa. 2 02 Sivas ate eannece epeaont PET riot Sees as LETS TORS Sea eee h 
2 Doubleitrackine..s 20s are cen nai os 
2A |New rails and fastenings................ Miles 1162] 938,794 49} 511,533 13) 824,443 64] 114,350 85 
B. |Relaying rails (S.H. Rail).:............ “ 126} 412,855 87| 176,082 63) 304,816 22| 108,039 65 
Casi Pre platess iss ee cena ae ree No. 609,464) 193,700 75 10,856 94 2,478 00| 191,225 75 
ponte Heres as TE ES pate ate ne Bette . 35,050 O A980 cartes eral [eae mae ices 9,498 00 
4A Rok ballastinvacaas coat oes te Cu. y i 
Bos Gravelballaghie tees 2a memes es os 48,510 66,261 17 TVs 4967 47 or. woos 66,261 17 
C2 | Slag ballastikeg so ieee oe cians 12,000 3; 000°00}43:11,003- 56tase ven ele 3,000 00 
5 A. | Widening outs and fills...00./..22..4.%.. ee os ¥ is 
Be Scaling rock cuts, sii. a. se- ania eines No. of I i ee! bay 7 Acad 8!) ee aren eon ein esc ld 1,276 19 
GAL SPR ip rap thine, oie et sce eae a ean Cu. yds. 2,491 TRAN is Wd Bgl Subnet ie CAR ee NT 7,077 17 
B Betainhe walls and crib WOT Khe i seeaan Lin. ft. : 
QoAS Ditching aie eee ar mame moe erer es hy Cu. yds. : 
Bex Tile. drainage cdace toys es en fete. Lin. tL 34,629 19,986 86 100 00) 100 00). - 19,886 86 
Gey ASSWOLS tar ak ee Be oaks ee ance No. 3 3,503 89 634 12 500 00} © 3,003 89° 
8A  |Highway and farm crossings............ 19] * 11,687 65 144 00 120 00}... 11,807 68 
B. | Roadways and paving...............4. IN. &8.¥.} 11-14, a 15,161 98 9,348 34] 10,576 96) 4,585 02 
OA. = | Right-ofeway.fences ; 2.6.00. a eden cee Seek Miles 14 82547 Tas Pee elas 3 wise ah ee ee 
es Snow fences. oo a ence nee na ce eames Lin. ft. oaM 8,429 08 1,410 00 1,410 00) — 7,019 08 
10 A |Large freight terminals. ................ No. 1 Peal 838 30a We | ed ea Sram MENA Ra 58, 650 17 
B_ |Large passenger terminals.............. s§ 3] 661,186 89} 102,135 61] 71,293 61 589° 893 38 
11 A |Other yard tracks and public business 
BIGINES 60 Ue aa siete eo ke Slane ea eien roel N. & M 47-6] 144,543 41 8,422 39 11,358 72| 133,184 69 
Bas Passing tracks’ overs ec a aecnien eee on 12-18 36,214 52] — 6,077 42 6,345 63 29,868 89 
Gro Privagesi dimes << los sis isewve tae hae ete og 79--1% 21,603 18 3,078 26 20,105 75) 1,497 43 | 
12 Roadway miscellaneous...:............ Oo. 72) 63,641'76} 20,795 37| 24,842 67| 38,799 09 
13. A |New steel bridges or the replacement 
with concrete or steel bridges......... ne 9 27,067 74 18,515 64 12,699 00| 14,368 74 
B—|Culverts, new or the replacement 
Ghereok se as eee Se San tea BE 110 30,589 59 11,851 81 8,129 80 22,459 79 
C_ |New timber bridges and trestles or re- a 
placement of existing timber bridges eZ 
or trestles in ‘kinds ayo eae eae No. & L.| 5-617 ft. 14,738 01 10,028 97 8,913 00 5,825 01 
D |Replacing timber bridges and trestles 
with culvert and fll. eee No. & L.|7-1,916 ft.) 44,284 86 17,815 47} 17,161 00| 27,128 86 
E_ | Replacing timber bridge and Vipuaet ils th 
permanent concrete or steel bridges. . < 1-147 ft. 11,546 67 2,522 28 2,440 00 9,106 67 
14 Pumnels eos aie as Oe an eee ae No. 
15 A {Protection or elimination of grade cross- 
ings! Dy dIVerslORS nacre mee eee: e 1 150200) supa eet | eee es 750 00 
B_ {Protection or elimination of grade cross- 
ings by subways or overhead bridge. . Me 2 ~ 604 8 236 26 600 00 1,104 58 
C Replacement of present overhead 
bridges): fet see wee eae rere tis ad 
D_ |Highway crossing protection by gates, ; 
flashing lights, wigwags, etc.......... us 13 7,654 67 6,374 08 6,250 00 1,404 67 
{6A  |Other station and shelters.............. ss 29} 104,013 344 22,996 58] 19,910 95| 847102 39 
Bel breight shedsyadests ek cee en oe ee i) 6 9,916 26 1,185 59 8,082 40 1,833 86 
C24 Stock wpenss it) ge eee cre ere eee ce ae 6 2,162 46 281 80 250 00 1,912 46 
D_ {Section dwellings and bunkhouses....... rf 11 7,325 38 447 79 1,780 00 5,545 38 
F532 Plathoring « ones ee obec ai ce Mane ee he 24 12,397 37 1,624 12 900 96 11,496 41 
F . |Buildings (miscellaneous)............... oS 35 29,787 76 7,984 31 22,870 00 7,417 76 
G _ |Express facilities on railway............ No. of I 3 1,177 81 73 94 15 00 1,162 81 
He rack geales yer yc irene, aden eos Sahay ne No. 3 9,363 42 1,450 18 130 00 9,233 42 
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RAILWAYS AND SHIPPING | ‘35 


CANADIAN NATIONAL RAILWAYS 


Eastern LINngEs 


(Atlantic Region) 


‘ ‘ha CANADIAN GOVERNMENT RAILWAYS | 
SuMMARY OF CapiIraL EXPENDITURES 
“Account No. 701 ~ Year 1927 under Engineering Classification 

% eR EE ie oper renner ciate nena ner ean ee en a eee 
; * “ : snes ade 
Ms i xpenditure - ess 
y ; applicable | Amount ate son retirements 
\, ‘ Unit or Unit to charged aril applicable 
; Group | . Class of Work Number or Investment to Ce t sd to 
‘ m to be used} Number | in mae oe an Me Sele ere 
2 : an. xpenses in Roa 
Ae Equipment Account and 
a ' “ ; Equipment 


a i ff 


ia? $. cts. $ cts. Sects: $ ets. 


weiz WATER SUPPHES Ca syaresuileeutsialenats acs ; No. . 41 43,544 i 7,555 66 7,797 79) 35,746 82 
148 BSL STAONS sch ac esate ie eke oh hauls PRU a erga aie eaten Qe TH a aceasta | win egOeS Nr sy 97 71 
} OP AUN EL TENG DLE ts cies sce pape seen rele ohare “f 4 84, 293 fl _ 13,770 29 8, 600: 00 75,693 11 
Hs waren Bt NSN DIbS ont oo py ERMA Ie OUR EAR gear a me 2 2,583 00 110 00 70 00 2,513 00 
C |Other enginehouses, machine shops, etc. satis 14] 57,826 33) + 20,651 09} 20,5385 57| 387,290 76 
20 Other locomotive and car shop bdg.. ff 5 12, 672 30 4,448 04 4,160 00 8,512 30 
21A ( Docks and wharves and dredging for 
: RP SEO URE CUE A i ky VAlseiden ee i 1 1,318 12 103 45 108 31 1,214 81 
Rm Ore Grain Glovators:..c. oie es barlok me MC San TR aanags eet DEOL OO Meise Aah eos a a aA le 250 00 
4 23 Automatic block signals and rete 
SOUR eh acWralGs jute SC A ebac yy Eas ROAM mea She + Rene N. & Mi. 4 6,855 04 822 10 789 61 6,065 53 
= 94 A 1 |Purchase of locomotives................ No. . 
: 2 |Betterments to locomotives............ % BOND AUT ASR pinay: Wlbehe (lise hea alee UV ties ta eae 204, 832 54 
Bl |Purehase ofifreight cars...2 32.200. ee. ‘s : 
2 |Betterments to freight cars............. ey Le AOA ARS ON a ear Ny ee eNO ey 48,014 41 
~ BU Gon versione n. Mle se iler un tel a rata Matis Ni PERL U O Shacsa abe eR id, Mi ' 62,295 47| 62,995 47 
C1 |Purchase of passenger cars..........-- 53 ce 
2 |Betterments to passenger cars........... of PAL ae SONGS MSL ic reeiMt Ma eer a acpi 36,991 81 
a CGUIVEESIONS i Nise, Wee vid acm inept Aa (a Lay ata cal se DE NE pa 72,784 42\ 72,784 42 
D1 |Purchase of motor equipment cars...... SS 
2 |Betterments to motor equipment cars. . tf 
38 |Conversions, motor equipment cars.... . 
E11 |Purchase of floating equipment......... af 
ts 2 |Betterments to floating equipment...... ip 
r __ 3 |Conversions, floating equipment........ er : 
F 1 |Purchase of work equipment............ <f 126 POO ate rare aera ious | ae Re Mang 2,120 93 
2 |\Betterments to work equipment........ it 38 QS O22 Wi shui Naty MANDA Leen) Ae e 9,522 04 
SP OOMMOTSIONS a 20 fe saa Bhuls wie Sheeran Pa aie sia anelets SAE LI OLAS Li Ghveriue ac wearat eeere Aer scr 110,481 79 
G1 |Miscellaneous equipment................ No. 
=) 2 |Betterments to miscellaneous equip- 
ve PIPE Gey) ch Peseta epieole ee aleve eciess Meer easess that fe : - 
Shop machinery and tools.............. ay 103 89,972 45 6,622 08} 14,396 50| . 75,576 95 
Railway Solennane: despatch lines and 
SQUIPTNENGs Nor seer tela en CA ao INS Go AE ee Ce 1 Bey. Cake): HS Wah ae mage aC a SR 124 84 
uatlweay; Peleerapi nadie te aa tan cence Sal No. 4 BEE IO) O34 AAT eas esis 232 95 
BUECHAase: Olan Wn. Sasa eee nulls. Hd 20 S-OSsiOO erase cio ctian 2,631 27 5,401 82 
Bilectrtyinglimers wea Sere ee yok + 
Co-ordination facilities... 3.0000. 60052. No. of I. 
Surveys, right-of-way and others....... Miles 
TOPE Sh. eee a Ne Sa ne No. 
General miscellaneous.................. 245| 58,952 93 79 54 850 00| 58,102 93 
WIDIOTESCEE ects es ote eta satb eis aos No. of I. 
Stores, dept. buildings and equipment. . is 33] 45,075 59 1,462 28 900 00) 44,175 59 
Express dept. equipment:..........0. 6. 0)eeee cece 
PE Tape epics tet sakes aaron ser Tass s ccalb alec 3 PATCOM Reo SCAT fan Alea 247 07 
Legal and tax dept..#.........,. Pe epee IS Cetra a 1 LSZOCGE eM es eal ecu ee irae 1,320 35 
Colonization dept........ Fe eT GORA Aa aCoera ON 
GiNuws lelegraphsCowxtas enn se pet aii oF 8, 
Can, Nat. 1 Clesraph Costes “pei oe lee eae; Aaihe 
AREY a WOW e Ks) oy rhe dete APRON An "GN Spay An ae Sead PNR CEN at Me 
Mlectrie lines M-Ontarion. oo) acwecsewe sled ae as 
Oshawa Electric Railway..............]. BUS Seca 
PHOT slandsAaulwascwnee yes can holes sina ew 
IMME SROs Rarlwary femme cabs mise edie tal ae RAMS: 
G.T.P. Coach 8.8. Co....... Rane siaigieigiata ieica eat a clats 
RR tain War el ARUN ENY UN NE Apne Soe) We Lib 5 6 m9 819,960 [53 60,158 97} 195,862 84 624,097 69 
43 i ‘2 f : j : 
; RECAPITULATION 
POCO INE Ue Mier ceri ed UN rs SRL Rane DSCREN coca) Sua Wha Gatley 2;980,194 26 974,863 381,387,920 211,592,274 05..... 
SSEOU UN Oe Berean ela aes RMSE SHI ataG Le RyE Meat RSs. 8a aye 819,960-53 60,158 97 195,862 84 624,097 69..... 
15 ERIC sas USMS TSANG ce Aa) FO OR gs Oar aL a 3,800,154 791,035,022 351,583,783. 062,216,371 74 
Meer ae coenu nd 
Ray i {Sir Henry Thornton.] 
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36 : SELECT STANDING COMMITTEE 


CANADIAN NATIONAL RAILWAYS—Continued 
Eastern Lines—Continued 
(A tlantie Region)— Continued 
HALIFAX AND SOUTHWESTERN RAILWAY 
SumMMARY OF CapiTaL ExPENDITURES 


_ Account No. 701 f Year 1927 under Engineering Classification 


ee cn rE ENN SRST GN TI TS SETENEODSSIN oa NO SORTS Hs oS FEA Ene SEMIN EAT ec wal 


' 4 ameter 
Expenditure ? ess | 
applicable | Amount ae retirements 
Unit or Unit to charged Property applicable — 
Group Class of Work Number or Investment to _ Or. t0 to 
to be used} Number | in Road Operating C an tal “Investment 
and Expenses iApeonnt in Roa 
Equipment | - and 
Ki | Equipment 
$ — cts. $. ots. $F cts, S$. eGts: 
1A New lines constructed......... BS ULY A g No. & Mi. 
Bou rpNew. lines acquired aon aes liber opine “ 
G > Line diversions ii isco orice ia ae di shia 
D ede atta) ieee RUSTE dee gehhe caas a ee AC “ pala” 
2A ew rails and fastenings................. Miles j 
B  \Relaying rails (S:H: rail).2.. ose.) te 131| 51,067 82 16,940 26] 31,404 22) 19.663 60 
G Die Blatieg, Gi Teck ae earnerbane ae BL eke No. ¢ a me 
PPS Ra BNO ROTSiks iy rtien) Uae sel geraian ee ee au “ 
3 foi eC AU HST SPD Leama Us a iil ANNES: “ am ' 
4A OC K ballasts cog aie Neelam ary uae Cy. Yds. : : ; 
Bei Gravet ballast: or Wc acis eager Mere Yee 22,968} 27,594 56 2NO2E Dat rene tease 27,594 56 
CAN Slag ballasts ei evica ia vilnekeaniaraue: ea “ ; 
5 A. {Widening cuts and fills.......02.0.0...0. “ i 
B oiieating rockicuts isin nest awa atone No. of I. /, A nec 
TA HMM CN b ob ole 0 CONIA eae Te SPAMS ree Melt Keeaba  ¥ Cy. Yds. rs 
B_ {Retaining walls and crib work.......... Lin. Ft. ih 
FAO TECH ery oe RR TE ae a Cy. Yds. : i 
Boy EP ile drainage}. ok spelen ek While aren aie Lin. Ft. i 
Ce Sewers ce, toni AON ES OAV ee Barmy eee ieNo: / : ; 
8A  |Highway and farm crossings............ SET Sasol: Ses! aay aM BSe OIE ie ciacoen cinta en (teutis U tes aoe 68 06 
B Roadways and pawaned acceler N.& SY. wae ae 
10A_ |Large freight terminals................. No. tb " 
B_ {Large passenger terminals.............. “ 1 13,305 44 IR Sel 11g Hee snc Te 13,305 44° a 

11. A  |Other yard tracks and public business ines 

sidings! / yn ye Ne a eR ne N.&M. | 1-105 ft. 10 39 248 10 86 40 01 
B_ |Passing tracks...... MeN MOU ante bee + ‘ REM os 
Cl Private sidinigs 4) 4 basa its hens tus “ 7-533 ft. 933 37 53 51 963 92 30 55 

12 Roadway miscellaneous..............-. No. 

13 A \ |New steel bridges or the replacement - 
with concrete or steel bridges........ “ 1 2,078 05 1,163 68 725 00 te 353 05 

B |Culverts, new or the replacement ify : 
CHEKEOEY es Ae ea Sa Ut sega “ ; 

. C |New timber bridges and trestles or hie 
replacement of existing timber bridges i 
or trestles nvkind i iacreyiks ot eae No. & L. 9-418 ft. 7,263 50 4,205 48} ° 3,650 00 ae ve 50 “yt 

D_ |Replacing timber bridges and trestles an ey 
with ‘culvert and: fill3. 2 3a i ae No. and 
length 9-982 Th, 1,838 75 907 12 430 00 ea 408 a 
EK =|Replacing timber bridge and trestles 
with permanent concrete or _ steel Bi : ; bay aA 
DETAReS eae eer Red ate aUc tO Ne S PB ys ae Mek He PEST aL) at oh) Ppa cea AaeSats a Woes Byte: “411,560°89 iz ‘ 

14 Dratinie hein eg ee a api ae) ey No. P m 

15 A |Protection or elimination of grade cross- ; S 
Ings: Dy, GiVersiGn s.cHiisete uate ade ee Ke 9 SAOBS vio Per alee as Ais en ee ve 

B_ {Protection or elimination of grade 
crossings by subways or overhead 
Bridie sep tie yg! cans eee a ane ats ug 
C  |Replacement of present overhead 
[eh aCe begs MAUI AS RU MER ec lhe LEN OUSL RoI ik: 
D_ |Highway crossing protection by gates, 5 sc ay cee al 24) 
‘flashing lights, wigwags, ete.......... “G ia ib, 
16 A {Other station and shelters.............. ein oA MCI acy yA Wk ve, OMY ERR Aa aye ef : 265517) 1m 
Bohl retghisheds sia ce ieee we ee 1 ADO B2T UU Aen, Br Aa ERE a) 1 IN 400 82 
CEUISTOGK Densities oo Mee een ie tai “ : ; 
D_ |Section dwellings and bunkhouses.. i fe D) 1,498 38} | 1385 00 800 00 1,198) 38.5 oy 
U aragutal Sd leh toy dont -garantP MR epee a TOC C A ie OA SEDI (RIEL ea REDD Sac Wig) ee CO Vale iL ey } pt ne 
F {Buildings (miscellaneoug)........0605.0. Ww 1 980) 45s ica pees 4000; +940 45 
G_|Express facilities on rail ne atiaaae ee INOW Ot EL ; a a 
BD MPA GK SSB SU ibe oe ts Pee a atin a ath TX No. Px 
17 Water supplioseiaicicci cs alana O 1 285: 20 2,767 85 6,274 46) \ §,959 25)” 
18 Fuel stations! 3i7 ic een eee en ayy I vt, 
|] | | HS | | 
PE aie de WPL NL 128,233'86] 28,462 49} 43,873 99) 78,359 87 
. h i H 
Note No. 9, A. and B. Omitted—No charges. Te mie por th 
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RAILWAYS AND SHIPPING 37, 
tiie CANADIAN NATIONAL RAILWAYS 
EASTERN LinEs ¢ 
! (Atlantic Region) 
HALIFAX AND ia? ap agai RAILWA Y—Continued. 
i. \ SuMMARY oF Capitan ExpENDITURES 
Account No, 701 Year 1927 under Engineering Classification 
E oe Bie baie He 
” xpendlture 2 ess 
; ; ; applicable | Amount Hemet retirements 
Unit or Unit to charged P y applicable 
Group Class of Work ‘Number or Investment to Ce ety to 
to be used] Number | in Road Operating CG ee Investment 
_ and Expenses onsaat in Road 
i Equipment 3 and ; 
quipmen 
f $ ets. $ ets $ ets. $ ets. 
TG ay URNA DIES Bois sated ahs, seayals eee tte wictesn cael g No: 
1B LA AUN V0 TSI Ca eR sega SOI Sr a Sean a i 
C |Other enginehouses, machine shops, ete. a 
20 isc locomotives and car shop build+ 2 
SUE aaa Or Hie AMF ubiara Ee renee eed jane aha iY Pad 
yD IN Daeks and wharves and dredging for : ' 
a OTR adhe h 21 Be EE Faire G AOS CM NONB ch Sia y "4 ‘A 
22 Grain ele vaborswn iis ass) eens So veo ie aed i 
23 Automatic block signals and interlock- in 
ae POE LANCE Tee Ges cl were rcmeneee Scie Mele, N.&miles 
54 A 1 |Purchase of locomotives................ No. 
2 |Betterments to locomotives... ......... ie uy 
_ B11 |Purchase of freight cars oe 
2 |Betterments to freight cars............. oi 
BUN GGHVET SIONS keh eel alae eas eG here “ 
C1 |Purchase of passenger cars............. ‘ ¥ 2 
2 |Betterments to passenger cars..»........ ui 
PSU ONVErsiOns A edne OSE) hehe eee pegs ae if 
D1 |Purchase of motor equipment cars...... ‘e 
- 2 |\Betterments to motor equipment cars. . ce 
3 |Conversions, motor equipment cars. ‘s 
FE. 1 |Purchase of floating equipment;........ z 
2 |Betterments to floating equipment...... oe 
' 8 |Conversions, floating equipment........ K 
F 1 |Purchase of work equipment. . i 
2 |Betterments to work equipment. . 2 Ghee xt 
SmCOORVOrSlONs <3 fob iain an eal. Sea a 
G1 |Miscellaneous equipment. . 
2 |Betterments to miscellaneous equipment heey 
% 26 Shop machinery and tools.............. i 52 hice KO Caelcy aul pe aia eee SAUTE Re 1,191 54 
26A {Railway telephone despatch lines and 
Sf eee BEUIPMVENt eh Pe a Ne _...|No. &mi 
s Rep i nathway Lelesraph siti. cscs fade len oO. 
Aii97, Purchase of nek Eis inl BOC SES be a 3 4700 OTT ee ee Lacerta ae 479 67 
® 
4 SHS EGO cok ae at 207,757 08| 206,858 18 
33 Wnforeseen Sse a kee estar are NOS fae, No. of I 
40 Stores department buildings and equip- 
; Fc (ICL mene coh Pee ECE MRT Aas” Ura et a . 
= AL Express department equipment......./.).......... 
Bee) Sree CLE paMtINENtiy: haste eh cls mem led a eg esses hoe 
43 hegal and ‘tax department. te ees 
44 Colonization.department. 9: ee). ie esihe de eek 
TA is Watbeleoraph Oortaucee Manmiagni tin Sot, 
46 Gani Nats belepraph Coscia pare heres s. 
ty 14 Hatio departments.) chede Whe Ne lite hans. a 
«48 Electric lines in Ontario. . 
— 49 Oshawa Electric Railway... Tae ct AGUS teed > ea 
50 f 000 Tslands<Radiwiiyauk, we toceetiscabes cc seams 
51 M. & S.C. Rathwaye shes vecns wer wees tog cea we Ub. 
2) Crotud? sore hes Se Con srasmea Ua Waltpanvant als vbr: 


{Sheet No. 1 
_. |Sheet.No. 2 


eC i Ce ee a OC eC i ic er ee rr ry 


RECAPITULATION 


122,233 86 | 28,462 49] 48,873 99| 78,359 87 
FER a Ce ae 207,757 08| 205,186 97 
124,803 97 | 28,462 49| 251,631 07| 126,827 10 
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SELECT STANDING COMMITTEE 


CANADIAN NATIONAL RAILWAYS 
BasteRN LINES 
(Atlantic Region) 


SuMMARY OF CapiraAL ExPENDITURES 


Group 


Coe Sr He OO 


NI 
Q DP OW PRPS erOer ee erowr yOeryOn> 


o 


15 A 


Herteyomr 


17 


‘ Expenditure f 

: ess iM 
Amount Retirement retirements j 
gchar Property preticey ; 


it: 
Operating | ©7-.t° | Investment : 
AY 


Expenditure 
applicable 


Class of Work 


Capital sae 
Expenses | Account oe: meee 


ee ny 


$ cts. 1.8 cts SY ete: 


New lines constructed... ..1............. 
Newslines aequired st yy Tanks caw een 
LANerGkVersiOns sks eee ack ees 
Doublestracking iui: moe teh 
New rails and fastenings................ 
Relaying rails.(S jE. Rail) yee ie: 
Rieu la tes: ial 6 Mac Water estan Ame, 
et ATI CHOMS the wale aie eR ecto ueN Ne aa ota 
Ro Das GHEE eae rece etn, Nea eae 
Gravel sballas tina aaa iad Rianne 
Sige ballast ii) sa Ue ee joo come na i uieemace 
Widening cuts and) Bile. yy on aa) 
Scaline rock cutse wen kee nck ua eee Psat! 
Rare ee ice ee A Ue ee ma Ae a 
Retaiies walls and cribwork........... 
Ditching ee seek! St ee ea a ae 


SE wersys Mae ee tia) Mei ene TE: Bie tae 
Highway and farm crossings......... ag 
Roadways anckpaving Va A yee 
Rivht of way tence.) si so8 aa. cian 
SNOW FenGes hase aiae ey ea eee 
Largefreishti terminals.) 2) eee 
Large passenger terminals............-. 
Other yard tracks and public business 

SIC GS en huy ream aidan NUR SU Pian: 


1 166 80 


D46s TE a) we De Wei 1,750 68| 1,750 58 
\ Wy 


Privatesidings | (7 aun ae eae ies 
Roadway miscellaneous............:... 
New steel bridges or the replacement 
with concrete or steel bridges:........ 
Culverts, new or the replacement 
thereofe eee ea Minka CsA eae 
New timber bridges and trestles or re- 
placement of existing timber bridges or 
tresblesninukindesssc-eaey sea ae 
Replacing timber bridges and’ trestles 
with culvert and fill....... A aaa Pa ea 


1-1392 ft. 6,637 22 


Replacing timber bridges and trestles 
with permanent concrete or steel 


Protection or elimination of grade cross- 

Ings Dy diversions yy. uti ease euaieas 
Protection or élimination of grade cross- 

ings by subways or overhead bridge. . 
Replacement of present overhead 

Dri Gsii C0 0 Be RNs EAS ae eevee ee 
Highway crossing protection be gates, 

flashing lights, wigwags, ete.......... 
Other station and shelters aay hn: 
Breieht: sheds o.2 sy aes ees eee 
Stockspensii7: Av ste eae sme ae 
Section dwellings and bunkhousés....... 
Platlor ms esse Pee Aa teas Somebhe eua 
Buildings (Miscellaneous)............... 
Express facilities: ON Tall weve setae 
Track eee SLU EN AAG Ne AD a0) LS Ma a 


a I fai le eC eae SEP er 


6,804 02 


[Sir Henry Thornton.] . hick 
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nit K RAILWAYS AND SHIPPING = - 39 
CANADIAN NATIONAL RAILWAYS 
; Eastern Lines 
if ‘ (Atlantic Region) ° 
rh n SUMMARY OF CAPITAL EXPENDITURES 
Account No. 701 Year 1927 under Engineering Classification 
| ae Expenditure 
xpenditure 7 ess 
applicable | Amount ad phethiane retirements 
Unit or Unit to charged i, he ei applicable 
Group Class of Work Number or Investment to oe a y to 
s to be used} Number | in Road | Operating Capital Investment 
Shien : and Expenses A Pp ne in Road 
‘ : te Equipment Fe0u and 
e Equipment 
: $f; ).Cts $ 6 cts $ cts $= sects 
18 MGS tations) aha tanes se icow biGarsac lk Vaunels No. 
PUPAE bonita blesses ak ee UU lg i uig ad i 
EE APASEIDIGS f.. u Me Aialos Waa wink wala Gusta 
C  |Other enginehouses, machine shops, etc. 
20 Other locométive and car shop building. te bes 
21 A |Docks and wharves and dredging for 
ECM OT ESS. EIGN a a eS RS mR EE i 
22 Grain eleVatOrsys<iem al A eaudad cs ace ent ba) 
23 Automatic block signals and_ inter- 
5 locking: plantsse vat ieee ave ah ere | N.. & Mi. 
24 A 1 |Purchase- of Jocomotives............:... No. F ‘ 
2 |\Betterments to locomotives............ Ke 18 1984s SBS se alee fe eae Ree ou 1,934 86 
Bt jPurchase of-freight:ears.....5-5..660. 5. & 
2 |Betterments to freight cars...7......... He 
SMCOMVELSIONS), serene ula Kir marae 2 0). ne, 
C 1 |Purchase of passenger cars.............. ti 
2 |Betterments to passenger cars.. aad ‘ 23 ANTES EST elem Lan [Eliane tian pasate 1,145 57 
yt CONV ELSIONS a ea hi Feige seat Utes cf 
D 1 | Purchase of motor equipment cars...... A 
2 |Betterments to motor equipment cars. i 
. 3 |Conversions to motor equipment cars. me 
E 1 |Purchase of floating equipment......... x 
2 |Betterments to floating equipment... * 
3 |Conversions, floating equipment........ oe 
F 1 |Purchase of work equipment............ a 
2 |Betterments of work equipment........ “ 
3 {Conversions of work equipment......... ‘e 
G1 {Miscellaneous equipment................ s 
2 |Betterments to miscellaneous equipment tS 
Jo AEE 9) GOSS vy RBA eb dh Bg Aa edhe oa nea ai Rev, 2 uy 
- 25 Shop machinery and tools.............. He 
26 A |Railway telephone despatch lines and| - 
BCUIpP Ment aioe Ghicgnee as Saeko alae eA N.& Mi. 
pee hatway telepraph. 2 is ek ae ey No. 
Der A Pancnaselor land Lehane aun arated Hi f 
wen 28 FUTeCtriLy WA INES. Can Mee ele ele ss " 
Tee 29) Co-ordination facilities...........004... No. of I. 
30  |Surveys, right-of-way and others....... Miles 
as a Tote leis Pee ne TAG tate TU Ng ls No 
32 General miscellaneous........ BA Ra te 5 
. 433 HA NEOPSCOMS Wien eileen sy aekials VaR S AO UN cots No. of I 
' 40 Stores dept. building and equipment. . 
ahve. 1. Express dept. equipment,............... 
on 42 Traffic department...... FRSA NET IG Wa MARIE f 
~ 43 Meaal-andstaxdepty ie eee tase cee 
44 Golonization-Gept. oo howe eS ee 
45 GENEW:Lelesraph: Cove. elie aha) 
46 Can. Nat. Telegraph Co....... se ane - 
47 BER VCLIO COD Geese tent arte rae LS Se ene ah: 
48 |Electric lines in Ontario...... be estate 
{Oshawa Electrie Railway........ > _ 
50 11,000 Islands Railway........2....... 
(hay Wevandes iC Ratlwayis cisco ie es 4 
eas V4 Gerber (Coach SS) Con ean. as eat 3 Us 
Y a SS EEE — — 
Bis eens a MED Gale oe rcpt sav sisi lie + SNOSOs see aie ao eee RS SGN hues 3,080 43 
eka aa ie RECAPITULATION 
< ‘ ” 
pa Bis eNO Morte Deel Wee a Shite Rss biter ele [adie ae Vala Gy SOS OZ Was select 1,750 58| 5,053 44 
Meo NG 22 i oie ada Pa ed, COUT BAG: Astor Se a tee is te, 3,080 43 
ve il Sat WE RE eis Wan SSAA tape ung 1,750 58 8,183 87 
/ . e ff ’ 
‘ [Sir Henry Thornton.] 
af 
2S I a A 
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40. SELECT STANDING COMMI 
aa Nie 
CANADIAN NATIONAL RAILWAYS 
Eastern Lines é 
(Atlantic Region) hey 
INVERNESS RAILWAY 
f ‘ . f 
SumMMARY or Capita, EXPENDITURES 
Account No. 702 Year 1927 under Engineering Classification ea 
« 4 Ee eehie, | Retirement 
: Unit or tO Uni AGy ite punek Bey tp 
Group Class of Work Number | — or _| Investment oy rat gue : 
to be used} Number | in Ro PREC Bi 
41s Cen 
Equipment 
$ - cts 
t Ue 
+1 A |New lines constructed... 0.) .0.0. 0.0.25 No. & mi. Uy 
Bi New lines'acquined 2h.) htt. com el aes ss wa i 
Ge wiLing hiv ersions!! (Sscjion uersrle akinesia ae we 
DA Double tracking ann ae ee een en eae & i : 
2A |New rails and fastenings...... Bical kent g Miles |8—4,782ft.| 15,025 00 
B > | Relaying. rails (Ss) Rail.)o. ea sae eqs ie He) 
Ge Diep tesi sce CON a Unlan nN etter No. 
Dil it Rallanohors ee Me as eo ut eteriaete Mena. ef 
3 PRB a i ti NG Rae Ucn sae ah afar fs 
4. AVS | Roek ballast o)ii/ ae Orn kieran ance) In cu. yds. 
Bi yiGraveliballast ego oe seit baer aN eat, ee 19, 200 
Cy Slag ballast pers Ss on Ty blu eee cutee seas “ 
5A |Widening cuts and fills........ OTANI ban Ah «“ 20,670) 
ByiScahnerock cutee agen ao Ne No. of I. 
6: Ao Rip rapier sc iar ROA Ute, AAI NRIOL SS cu. yds. 
B. '|Retaining walls and crib work..........| lin. ft. 
7 AS SUD ape bn gee fee Se ane aL cu. yds. ~ 
By Dilerarainaee)) soc cy) Shsewltone tera eres ens lin. ft. 
GS USOWRETSEE hohe) BRU L Raty Roane aie ate A wea No. 
8A |Highway and farm crossings.......-. Mort re 
B_ |Roadways and paving.................:|IN-& SY. 
9A \> | Right of way fencers 6) noe ee Miles i liegt bak dsl 
Bes Snow fence. oo eee Lh eran lin. ft. 6,364 Sie She Risks eliekeeogea «ia 
10A_ j|Large freight terminals..............-.. No. ; de 2 
B_|Large passenger terminals.............. <6 
11 A /Other yard tracks and public business 
SINE Se ie) ON eee Ee N. & M. 
By Passing tracks je anaes & 
Gy La Private sigings (ii 0c) ea Mee ae Dehas PSE S TTY sa hoa: ne ON Nair f 
12 Roadway miscellaneous............ PS No. ; 
13 A |New steel bridges or the replacement 
with concrete or steel bridges......... “s it 
B_ |Culverts, new or the replacement thereof “s 10 
C |New timber bridges and trestles or re- 
placement of existing timber bridges ateet te 
ortrestles in kindvens ape eee No. & L. si 
D_ |Replacing timber bridges and trestles 
with culvert and fill.......22...%.. ...| No. and ‘ 
length 
-E {Replacing timber bridge and trestles 
with permanent coacrete or steel 
RIG ges 4 fey hs RL ai ave ee ee ‘\ q 
14 Tunnels: 2a08. aad aaa eee ear No. 
15 A |Protection or elimination of grade cross- % 
ings by diversions, ... 6. 4.5.00). * sy 
B_ |Protection or elimination of grade cross- 
ings by subways or overhead bridge. 
C {Replacement of  oresent overhead 
Brides oe sy lee an a ecm nC LH ae ¥ 
D_ |Highway crossing protection by gates, . 
flashing lights, wigwags, ete.......... vo ~~ 
A |Otherstation and shelters.............. > Bo) 9b) 988 4B So jakh oS a eae 
Byalbreight sheda tiie skeen. eee a 
G) [Steck pans.ia ih. beh. dares seals ia ttek \ 
D_ |Section dwellings and bunkhouses....... rs "| 
d OFEMBW ES EAN Roch 00): PUREA Oa yr a ihe eceee 2) os Ope 5 
F {Buildings (miscellaneous)............... No, off 4) pa Na 
G_|Express facilities on railway............ fs ; 
Ho \Wrack scales Augen) evar ae Faron Cea pase 
‘ ® 
{Sir Henry Thornton] 
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CANADIAN NATIONAL RAILWAYS 
ri es Eastern LINES 

(Atlantic Region) 
} INVERNESS RAILWAY 


SumMMARY or CaprraL ExPeNDITURES 


Account No. 702) Year 1927 under Engineering Classification 
4 " Frenayaee 
xpenditure - ess 
Bp: Las . ; applicable | Amount Sah aan retirements 
Unit or Unit to charged Pr t applicable 
~ Group | Class of Work Number or Investment to C ies y to 
RP RB UA, to be used] Number | in Road Operating C rat Investment 
ai and Expenses A Pit He in Road 
Equipment sie and 
Equipment 
gre Cts: $= cts. $ © )60octs. $ = ets. 
17 WV AtOLiSuDD NaSiuge iy ce pea Ga ak yeatias: No. SAL 6,858 67 1,800 00 1,800 00 5,058 67 
18 HDI SEA DIONSE eM ey wah tins won Wawa ie 
POA OUT Oleg: te ara ek inde Seok fi Ceti a: ee 
REET ASSAD ILS HULburarnencm uel eee os Katie dt Baia a 
_ C |Other enginehouses, machine shops, etc. 
20 Other locomotive and car shop building “e 
21 A |Docks and wharves and dredging for 
fof3) 10 (Cem YI MLD Oa LOR yg ety Ra a So sh 
Big22 CGraimrolevatorgeae ioe. eu. us laaeu ste: i 
£399 Automatic block signals and interlock- 
; ADO TIATIES ta wst me ear a ein at OU e N. & Mi, 
- 24.A 1 |Purchase of locomotives................ No. 


Betterments to locomotives............ 
po. dvd eurehase ‘of freight cars. W045 fous 
Betterments to freight cars............. 
GOnNWErsions RENE otis tbh sack, meld DR ere 
Purchase of passenger cars.............. 
Betterments to passenger cars........... 
GON VersLON Se ea ma Mata ON IS A ERR 3 
Purchase of motor equipped cars........ 
Betterments to motor equipped cars.... 
Conversions, motor equipped ¢ars....... 
Purchase of floating equipment......... 
Betterments to floating equipment...... 
Conversions, floating equipment........ 
Purchase of work equipment............ 
Betterments to work equipment........ 
(OMVErsiONS deren a! su ees Yanai elle 
Miscellaneous equipment................ 
Betterments to miscellaneous equip- 
Kae TMOTVG Rees seydest Ska ea NE A SEN ol a ea a 
Shop machinery and tools.............. 
Railway telephone despatch lines and 


a 


to ey 
RO CODD me ODO WO WON OO bo 


Bee 


CRUD MRE A ual Ca ome LQ Lat oneness N. & Mi. 
Railway telesraph sii eee sil Side, INGOs ete ak 2 Ob Oh is remanent one! eae iva teste 21 01 
Purehaselot land fe.) yak say Somes gto ‘s 
HAGELTIPV INE UNMER OR Ue wee ty he eke, re 
Co-ordination facilities................- No. of I. 
Surveys right-of-way and others, Se cauaay Miles 
otels eos ies Altea alate tore ao El No. 
General miscellaneous.................. “f 
WINFOPESEER wu wee las Sieve Aiea Kit aseae i Bae No. of I 


Scores: Deptiand Maquip a: dow ayes si. 

Hixpress; Deptiand Hquips tusk occ ie bios acasas sees 
GRD EAETGAN Be) ait peel pm eel cys tays A iets ells GLE ia Ra 
Neva lancd eax sOepevetew wir eiay ccs ek tele: ohana hae 
Colonization epee wes anes eee eek ere a Mas 
GaN We Pelesrans hi © Onan tans ah Gl Bey 2) 


EAC OUD ep ber ie th eae tsa ats Lis ah seteees aie uote ies ea 
Hisetrip lines: im Ontario seca ein cakcc etn aCe ogi 
Oshawa Electric Railway........ A SAN Beak, ROS 
1000 Islands Railway...... Be gE (ANRC SN ol gah UML A 
iE Ce na ah BACT ate Hits ici bea det NTMI cl ER MN 
Cre LP Coachve 8 Cone) wei Ye Ue i erty tet 


6,879 68 1,800 00 1,800 00 5,079 68 


RECAPITULATION 


|Sheet No. 1....... PRUNES ire Cie PROUD ME UNTER Gu oRAOn MRSC 208g oh yabs 44,796 09 9,894 73 | 10,005 28 | 34,790 81 
GAGE TAIN OVA Mina: MAEM et uae tain ae ane ns Ti Bieter dea Masai Fils Salas, Aa 6,879 68 1,800 00 1,800 00 5,079 68 


51,675 77 | 11,694 73 | 11,805 28 | 39,870 49 


\ (Sir Henry Thornton.) | 
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CANADIAN NATIONAL RAILWAYS : di 
Eastern Linus } 
(Atlantic Region) 
VALE RAILWAY 
SumMMARY OF CapitaL EXPENDITURES 


Account No. 702 Year 1927 under Engineering Classification 


Expenditure 
less . 
retirements 
applicable ‘ 
t6 


Expenditure 
applicable OLE 
to charge 
rete heey s to’. Eempcr ty. 
in Roa perating 
and Expenses Capital 


Group Class of Work 


“~ 


Investment 
in Road 
and 
Equipment — 


4 fr, er a | ns | a 


oa Cus, $= cts. $ cts. $° cts. 


New lines constructed...:.............. 
New hnesiacquired 22,03 ne See 
TinleGiverstons (cities a vanes tec naan 
Houblettracking Hee Ge ALC alee 
New rails and fastenings................ 
Relaying rails (S.H. rails)....... PRA gil 
Tre plate sic Sac en ee irae Si ae 
SW BUC NOSE cee ates ae 


r q 


— 


to 


651 38 


He Co 


Slag ballasts TAG aan GNI ene 
Widening cuts and fills... 06.00 .0.2.... 
Scaling rock(Cuts di eics sce eee eee 
Pip ea tte ta rah ae, i epee eo ae 


ba | 


Ditching HRM RnR Re OT ol Tea PUAG RAL ata Lose yh i fi 


DE WELSH SMe ro ue LINES NN hen Ae Les U EN 
Highway and farm crossings............ 
Roadways and pavings................ é 
Right of way fence: 301) Ae ee 
Spow Fane sey Pe aes Nese ae a aa Nan ac 
Large freight-terminals..() ae ee yaa 
Large passenger terminals.............. 
Other yard tracks and public business 

Siclings) Latte: da Seal aah We Wee 

Bit Passing tracks.c you weer earn cee biaaley. 

Ch Private: signees Uiccu Neigh ae cei) Se ead 
12 Roadway miscellaneous................ 
13 A |New steel bridges or the replacement 

with concrete or steel bridges.. 

B_ /Culverts, new, or the replacement 
PHEFEOE NL RNASE eG ane cee 
\.C. |New timber bridges and trestles or 

replacement of existing timber bridges 
or trestles in kind: Mifare ee 

D |Replacing timber bridges and trestles 
with culvert and fill 


> © a 
SPO>POrPePOmrer erate DJORUryour 


ek 
— 


E {Replacing timber bridge and trestles 
with permanent concrete or steel 
bridge iene a aC ea Na en 

14 A |Protection or elimination of grade cross- 
ings by diversions: 2778. yl ose 

B Protection or elimination of grade cross- 
ings by subways or overhead bridge. . 

C. |Replacement ~ of present overhead 
Fiat ts first oa APN aul tare Steel 

D Highway crossing ptbletias by gates, 

flashing lights, wigwags, etc.......... 
A {Other station and shelters 
B |Freight sheds 
C 
D 


Stock pans te 
Section dwellings and bunkhouses....... 


pL EE SS RAE | Re ae pe EES he Se RR ey fe EE 1 


ee a er eee ee ee AC Ser ec OO Ce a ar 


Note, No. 17 to No. 52 ihe Len charges. 


[Sir Henry Thornton.] ; Meet 


Mee peal 
axe RAILWAYS AND SHIPPING  < Pe 


e Hon. Mr. Dunnine: At our last meeting we stopped at page 5 of the 

- Accounts. Every member of the Committee had this analysis at the last meet- 

-. ing. It was got out mm order that we might better understand it. Have you any 
extra copies, for members of the Committee only? 


| Sir Henry THornton: I think, Mr. Chairman, that I might make this 
suggestion, if it is agreeable to the Committee, that as we have circulated to 

- the members of the Committee detailed explanations with respect to the expendi- 
tures in each department, perhaps instead of reading all thse figures, some of 
which might be superfluous, we might take Traffic, Transportation, and the 
expenses under these various headings, and then ask the Committee if any 
member wants to ask any, question about any particular subdivision of expenses. 
It will save reading all these figures. 


Hon. Mr. Dunntna: You have already read four pages, Sir Henry, and 
_there are only three and a half pages left. 


_ Sir Henry TuHornton: I thought it would save time, but it is for the 
; members to decide. 


The CHarmmMan: Start at the top of page 5. 


Sir, Henry Tuornton: Mr. Henry will please commence with Traffic 
Expenses, starting at the top of page 5. 


Mr. Henry: (Reads): 


Traffic. expenses, 1927.2... .. .. #.$7,124,869 
Trafiie expenses, 1926..0.:.. 9... 6,440,088 Inc. $684,777 
Principal increases— 
Supemmbencence me es ewes! 178,640 
IALVOMMISTILG seas kup eames Garant od LOykG2 
Outsidé agencies. . Uy GOs 186 
Pine Colonization, Acriculture and ‘Natural 
ae Reeince ne ut meh 86,652 
peti The CHAIRMAN: Stop there, Mr. Henry. Does any body want any explanation 
of these.items? ». 
| Mr. Jeuiuirr: Where does the increase in superintendence come in;-¢an we 
get the details of that? 
fee Mr. Henry: An increase in superintendence as well as Ne a rates of 


pay. 
Sir Henry THornton: Some increased pay, and an increase in solicitation 
ROreeS. f.> 
in Mr. McLzan (Melfort): Consisting almost entirely of the cost of securing 
Paecrrerght?: ; oe 
ad Sir Henry THorn'ron: The cost, as you say, of securing business. 
“Mr. McLean (Melfort): An increase is a good sign, in that department? 
- Sir Henry Tuornton: An-increase is a good sign, if you get the business. 
‘The CuarrMan: All right, Mr. Henry, go on. 
Mr. Henry: ‘Transportation: — 


‘ | 
ae | Transportation Expenses 1927 , $105, 166,761. 
Seen Ne ny iN 

ae Sir Epcene Fiser: Before you ee Traffic, there is an item there for 
_ advertising; can you tell us particularly what that involved. Does it include 
the issue of passes as well as transportation to each paper on advertising? Is 
_ that taken into consideration? 


Mr. Henry: It is free trasportation abe in exchange for newspaper 


- {Sir Henry Thornton.] 
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Sir Eveene Fiset: Is that included in this amount? 


Mr. Henry: Yes. . | ae 


Mr. McLean’ (Melfort): You could hardly call that free transportation,’ 
could you? j 

Sir Henry THORNTON: It is transportation in return for services rendered. 

Mr. McLean (Melfort): But the word “free’’ was used. 

Mr. Henry: That was a mistake. It was transportation. 

Sir Eugenr Fiser® The value of the parc issued is included in this financial 
statement? | ™ 

Mr: Henry: That is true. 

Mr. THomrson: May I make a statement in regard to that? All this 
increase in transportation is charged against our advertising expropriation as 
cash expenditure. | 

Hon. Mr. Dunnine@: So it is not free? 

Mr. Waurer THompson: ‘There is no such tora in the whole Railway Act 
as “free” transportation. 

Hon.’Mr,. DunNine: No. 

Sir EuGENE Fiset: How is it administered? : 

Mr. THompson: It is administered in this way; we Have an arrangement 
with a newspaper, either a weekly or a daily newspaper, for the issuance of 


~ 


transportation. Many newspapers have no cash contracts, they have transport- _ 


ation contracts. A.ticket is presented on a train. It is taken into’ our revenues 


in exactly the same way as it is in the ticket office, or as a ticket issued out of , 


the depot ticket office would be, and it is charged against the advertising account, 
which you see in that amount. A very Jarge amount of that money is transport- 
ation. 

Mr. McLran (Melfort): It is charged up against the newspapers? 

Mr. THompson: We take it out in various forms, sometimes display 
advertising, sometimes reader notices, but we get a perfect balance in connection 
with the exchange. There is no such thing as free transportation on the railroad 
to-day. d : 


Mr. Mitne: Why the increase in the colonization and agriculture expenses? _ 


Sir Henry TuHornton: It is a general strengthening of the Colonization 
fabric. Perhaps Mr. Robb can answer that question better than I can. 

Mr. Ross: Sixteen per cent of our business is brought about in that way, 
and it is spread over our colonization and natural resources. 

Sir Henry THORNTON: We-can give you all the details, but in a general 
way it is a strengthening of the Colonization and Agriculture and Natural 
Resources Departments, spending more money to get more results. 

Mr. McLean (Melfort) I suppose you have, in connection with that 
policy, sold more lands and secured ata settlement? | 

Sir Henry TuHornton: Yes.’ What percentage of the arene to 
Canada did we handle last year, Mr. Robb? 

Mr. Ross: I think last year we handled about 32 to 35 per cent; no, last 
year we handled 57 per cent. \ . 

Sir Henry THornton: We handled 57 per cent of the frina teen that. 


& 


came to Canada; they came through we instrumentality of the Canadian © 


National Railways. 
Mr. Jeiuirr: It is all given on page 9 of the report. 


Sir Henry THornton: You will find it on page 9, ng Colonization, 
general explanations. | | : 


{Sir Henry Thornton.] 
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2 Mr. Ross: We brought, in 38,000 as against 31,000 the year before. 
~ Sir Henry THornton: Shall we go on with T nenirtedion? 
i Mr. JELLIFFE: Outside agencies, increase $165,000; are there any new 
agencies established? 
_ .... Sir Henry Tuornton: That represents the ostablishinent of new agencies 
y outside the Dominion of Canada. , For instance, not so-tong ago we opened a 
new office at Memphis, Tennessee, which is an important gateway, and where 
we were not represented before. Ag a result of that, we were losing business. 
We opened an agency, and put in an agent and a stenographer at Memphis, 
to protect that gateway. 
Mr. JevuirF: .What class of business are you getting? 
Sir Henry TuHornton: General business, some oil, rubber and cotton. 
We have improved our offices at various places throughout\the States, partic- 
ularly our passenger offices; we have put them in better locations, and in 


) 


GSa 


- general are increasing activities in the solicitation of traffic on the other side 
of the border. 
; Mr. JevuirF: Were any other agencies opened, besides at Memphis? 


‘Sir Henry THornton: At Washington. In every casé we have added to 
the solicitation forces at stations already existing. 
The CHatRMAN: Are there any further questions on Traffic? 


< Mr. Henry: Transportation. 
| Transportation Expenses, 1927. . . $105,186,761 
Transportation Expenses, 1926. . . 100,603,158 *$4,563,603 


* Increase 


~ =. The principal increases are: 
tae Trainmen.. .. Oa arcagh oan erie sk OLDS OO 


Bs hs Train Enginemen. NS a eee ae 631,000 
ne eae Fuel for Locomotives.. .. .. .. .. 593,000 
nae Station Employees.. .. aan 475,000 
eee Train Supplies and “Expenses. ie 324,000 
Sr. Yard Conductors and Brakemen., . , 291,000 
:; Express Service., .. : 252,000 
Operating floating equipment... ie, 245,000 


The: principal sei bas is: 
ae Superintendence. . Pah ON aa ge. 7. 102,000 


The increase in trainmen fs due to increased rate of pay $658,000 and 
' 4nereased hours worked $357,000. Train enginemen’s rates of pay $339,000; 
“increased work, $292,000. 

ot vel for locomotives, increased price $238,000, and increased consumption 
$487, 000. There was a credit to this account of $102,000 B.C. Sales Tax on 
4) fuel oil cancelled, 

Increase in station employees ‘account was caused by increased rates of 
pay $474,000. Train supplies and expenses, increased rates of pay, $94,000; 
- detouring charges due to floods, $61,000. Yard conductors and brakemen, 
| increased rates of pay $222,000; additional hours worked, $69,000. Express 
service, increased rates of pay, $44. 000, and accountancy item, $64,000, due 
to revised method of apportioning expense between the C.N.R. and the Eastern 
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Mr. CantLey: What is the meaning of that item of $64, 000 covering the 
revised method of apportioning expense between the C.N.R. and the Eastern 
Lines? 


divided the revenue. 

Mr. Cantey: What date was that? 

Mr. Cooper: July 1, 1927. We divided the revenue and expenses of ‘he 
Express Department, as between regions, on an arbitrary basis. With the 
establishment of the Eastern Lines, we thought it necessary to make a more 
accurate division and apportionment. The revenue of the Eastern Lines was 


decreased, and the apportionment of expenses on the Eastern Lines was corre- 


spondingly decreased. 


Hon. Mr. Dunninc: That is a decreased expense charged to Eastern — 


Lines on the Express account? 
Mr. Cooper: Yes, sir, due to revised apportionment, 
Mr. Cantey: You say “decreased,” while this says “increased.” 
Hon. Mr. STEVENS: That is an increase outside of the Eastern Lines. 


Sir Henry THornton: It is an increase on that part of the system with 
which you are dealing now. It will appear as a Be alr ie on the Eastern Lines. 


Mr. Henry: (Reads): 
Operating Floating Equipment; 


a % 
a 


Two new ferries were put in operation on Lake: Michigan. There “ 


was also increased service to Prince Edward Island. 


Sir Evcenr E1ser: What was the cost of those ferries? 

Mr. VauGHAN: $1,478,000 for the two ferries. 

Mr. Cantiey: Did the boats make more trips and carry more freight? 

Mr. Henry: Yes, there were more trips, and I think there was another 
boat put on for a while. 

Mr. Brown: We brought the old “Scotia ” fe there for a relief period, as 
well. 

Mr. Cantiey: To supplement the ferry? 

Mr. Brown: Yes. | 

Mr. Jevuirr: What were the two new ferries on Lake Michigan, and where 
were they put on? me 2 


Sir Henry THorNtToN: We operate train -ferries from Grand Haven ie 408 


Milwaukee. This affords a direct traffic route from the east ‘to the west, eli 
nating Chicago. If those ferries were not in existence, freight moving east lst 
Chicago would have to pass through Chicago. 

Mr. JevuirF: You have a line running to Grand Haven? 

Sir Henry THorNTON: Yes. 

Mr. Jevuirr: Which connects with your line in Chicago? 


Sir Henry TuHornton: Yes. To pass freight through Chicago is expen- 


sive, and involves a good deal of delay. This route is becoming more and more 
popular; first, because it is more expeditious, and, secondly, becsause it is 
cheaper. The volume of business is increasing with rapidity, and these two 
new ferries were put on to give us that facility. 


Sir Eueene Fiser: Are those ferries larger than those on the Main Line? | 


Sir Henry THornton: I do not, know, but I should say that probably 
they are. | fries 
Mr. VaueHaNn: These ferries carry twenty-six loaded cars, 


[Sir Henry Thornton.] me 


\ ne 


Mr. Coorrr: Previous to the establishment of the Eastern Lines, we 


: 
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eh An Fon. Nianestine: Do you find the traffic from Prince Edward Island to 
the mainland increasing all the time? 


pil Sede Henry THornton: Yes. The potato crop gives quite a material 
increase. - 

u ne CanTLEY: What are you doing about a new ferry for Prince Edward 
‘sland ‘ 

Sir Henry TuHornton: These ferries are owned by the Government, but 
we have the strengthening of our ferry service under consideration, but we have 
not determined definitely with the Government what to do. There has been a 
good deal of talk, and with some merit, that there should be an additional 
ferry, not only to take care of the increased business, but to provide a more 
positive service in the event of one ferry going out of service for some unantici- 
pated reason. 

Mr. GANTLEY: i would like to know what you are doing about it. Have 
you ordered another boat, or are you going to? 

i Sir Henry THornton: I do not know whether we are going to order one 
or not; that 1s under consideration. 

Mr. Cantitey: Who will know, the Minister? 

Sir Henry Tuornton: The Minister, and I will probably talk about. it, 

and decide what we had better do. 

Mr. CantiEy: Have you talked about it? 

Sir Henry THORNTON: Oh, yes. 

“Mr. Cantiey: What has been done? 

Sir Henry THornton: Nothing ‘as yet. May I round up the situation by 
saying this; the traffic to and from Prince Edward Island is increasing. 

Mr. Cantiey: _ This ferry~boat is 13 or 14 years old and she may break * 
down at any time, and the Island is dependent on one boat. 

Sir Henry THORNTON: It is not quite as bad as that, but there is a measure 

_ of truth’ in what you say. The situation is receiving serious consideration, and 
‘Is not going to be overlooked. 

Mr. Cantiey: But nothing was done this year? 
ae Sir Henry Tuornton: Nothing this year. 
Sir Evecenr Fiset: Have you been approached in any way, shape or form 
by .the paper companies operating on the North Shore, to have a»car- ferry 
between the North Shore and Rimouski? 
Ss Sir Henry Tuornton: I do not think so. Do vou recall anything, Mr. 
og -Vaughatt?? ? 
“Mr. Vauguan: No. 
Sir Henry THornton: No, I do not recall-anything. There has been a 
e certain amount of disconnected discussion about it. 
Sir Eveenr Fiser: , I1-hope you will consult with the Minister when you 
Ss -consder the matter. 
‘Sir Henry THornTon: We always seek the advice of those who can give 
us intelligent information. 
Mr. Henry: (Reads): 


is Decrease in superintendence» is due to a readjustment of expenses to other accounts. 
: Increased rates of pay amounted to $59,000. 
The effect of the various main factors: 

_ Change in price of material: 


Fuel. ON NAB nt AG ge igke MM ES BD 
“Other Material and Miscellaneous. Se tenant Lee O0U.) 


Rebate, of -B. Gr Sales: tat. iain i ee 132,000 481,197,000 ‘ 


{Sir Henry Thornton.] 
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Changes due to variation in quantities of Material: | 
Brel’. oes re AE Os a RE SS a eS 
Other Material and Miscellaneous.. .. .. * 1,822,000 *$2,309,000 

Changes in employees’ compensation: ue 
Increased:rates: of) Pay). x1: Sri honda, we eeaeee Oe 
Tnetéased hours. worked asco. GPa Ge ae Oe. 0G 
Accountancy. items. in) 6/4 8) SON eae BS O00: *50.470,000 

Total (after credit for transportation for investment)... .. *$4,582,000 
* Increase 7+ Decrease 


The increase in quantity of labour and material after adjustment for accidents was 
$3,364,000, while the increase which might be expected due to change in traffic was $1,432,000. 


Sir Henry THorntoN: ‘That covers all the transportation. 


The CuatrmMan: Are there any questions you wish to ask on that, before 
we leave that item? pati 

Sir Eucene Fiser: In this item you have the words “conductors and 
brakemen.” Does that include the salaries paid to roadmasters? 


Sir Henry THornToN: No, they come under “Maintenance of way”, which =, 
item we have already been over. 7 


Mr. Henry: (Reads): 


Miscellaneous: 
Miscellaneous Expenses, 1927... .. 1. .. .+ $2,414,842 
Miscellaneous Expenses, 1926..)...° .. 4. .. 2,121,607 *$293,235 


The principal increase is in Dining and Buffet Servicé $312,000, increased rates of pay 
account for $27,000 and the balance is made up of improvement and increase in service. 


General: 
General ‘HM xpensas; JO2Tee ee hea ae eee LP eo 


General Expenses, 1926... .. Leite) cea one 6,970,244 * $955,956 _ 


Principal Increases: 


Pensions.. . -« $ 155,000 
Salaries and ‘Expenses ‘Clerks and ‘Attendants. 93,000 
Other i xpensesy se ig 4s ae ia a Pee .( Sores 74,013 


* Increase 


Hon. Mr. Stevens: What does that item, “General Expenses” cover, briefly? 


Sir Henry THornton: Mr. Cooper, will you tell Mr. Stevens the: general 
items that are included in the item of General Expenses? 


Mr. Cooper: The general overhead that would not come directly under 
the Maintenance of Way, Maintenance of Equipment, or Transportation. For ~— 
instance, the salary of the President would be a general expense; legal expense; 
head office clerks, and so on: 


Mr. Henry: (Reads): 


Transportation for, Investment Cr.: 


Transportation for Investment Cr., 1927.. .. $ 993,350 . 
Transportation for Investment Cr., 1926.. .. 1,012,478 +$19,128 


Pee. 5S EE 


t Decrease 


Mr. CAntiey: What is the meaning of “Transportation for Investment aes 


Mr. Cooper: That is the expense of transporting\men and material, for 
construction work, which is credited to the Operating Expense Account. pit 


[Sir Hey. Thornton.] 
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a The Eastern Lines Accounts are shown separately for six months from July Ist, the date 
of the Maritime Freight Rates Act coming into foree, to December 31st. 


also shown for comparative purposes. 
Eastern Lines for six months, July Ist to December 3]st:— 


Item 1926 

y _Maintenance of Way and Structures... $ 3,800,025 39 
\ Maintenance of Equipment. . a 2,473,951 91 
Ae On ig He Co a Bly 2G Ce ae 379,200 54 
Yr ansportation. . 6,799.526 39 
\ Miscellaneous. 191,460 56 
General. LER Md ECAR Um gD 611,317 65 
Transpor tation” for Investment Cr.... 23,499 33 


\ $14,231,983 11 


The 1926 figures are 


Decrease 

1927 or Increase 
$ 3,794,940°64 +t 5,084 75 
2,445,504 78 + “28,447 13 
374,452 60 +. 4,747 94 
7,221,200 71 * 427,759 32 
219,327 07 -* 27,866 51 
673,183 62 * 61,865 97 
20,841 99 + 2,657 34 
$14,713,852 43 *$481,869 32 


| * Incréase + Decrease 


-The expenses analyzed into primary accounts may 


preliminary statement of accounts tabled in the House of Commons. 
TT 
The expenses may be further divided between employees compensation and materials 


be found on pages 43 to 46 of 


the 


and 


miscellaneous. The division is as follows:— 
Decrease 
eos Tea Gy ses Compensation 1926 1927 or Increase 
Maintenance of Way and Structures... $ 2,012,530 00 $ 2,076,487 00 *$ 63,957 00 
-Maintenance of Equipment. . icf 1,283,041 00 1,290,895 00 * 7,854 00 
\ rear iets oie irg Cire asain Gos Py 175,194 00 180,885 00. * 5,691 00 
Transportation. { 4,425,438 00 4,781,866 00 ™* 356,428 00 
Miscellaneous. 103,403 00 119,818 00 * 15,915 00 
General. . 300,473 00 321,997 00 * 21,524 00 
$ 8,300,079 00 §$ 8,771,448 00 *$471,369 00 
_* Tnerease 
wy Decrease 
te Materials and Miscellaneous 1926 1927 or Increase 
es Maintenance of Way and Struétures. . $ 1,787,495 00 $ 1,718,454 00 +$ 69,041 00 
Maintenance of Equipment.. 1,190,911 00 1,154,610 00 + 36,301 00 
4, me rames: Monae NaC re Mierts, Heike 204,007 00 193,567 00 + 10,440 00 
i Transportation. 2.350.589 00 2.424,578 00. * 73,989 00 
Miscellaneous. 88.057 00 100,000 00 * 11,952 00 
b General. . 310,845 00 351,186 00 * 40,341 00 
APT 7 = si 
"i $ 5,931,904 00 §$ 5,942,404 00 *$ 10,500 00 
he *Increase + Decrease | 


Mr. Cantey: What is the difference between traffic and transportation? 


Mr. Henry? Traffic represents the solicitation; transportation represents the 
handling of traffic. : 
F The expenses analyzed into primary accounts may be found on pages 43 to 
-. 46 of the preliminary statement of accounts tabled in the House of Commons. 
ne The expenses may be further divided between employees’ compensation and 
The division is as follows: 


materials and miscellaneous. 
Hon. Mr. Dunntina: This is all eastern lines from now on? 


Mr. Henry: Yes. (Reading): 
: Decrease 
Employees Compensation 1926 1927 or Increase 
Maintenance of Way and Structures.. $ 2,012,530 00 $ 2,076,487 00 *$ 63,957 00 
Maintenance of Equipment. . 1,283,041 00 1,290,895 00 * 7,854 00 
Traffic. . Het aian Meera a 175,194 00 180,885 00 * 5,691 00 
. Transportation. ; 4.425.438 00 4,781,866 00 * 356,428 00 
i Miscellaneous. . 103.403 00 119,318 60 *. 15,915 00 
Re General... . ; 300,473 00 321,997 00 ~* .21,524 00 
' f at \ ‘ ur 
} F $ 8,300,079 00 $ 8,771,448 00 *$471,369 00 


hs . Increase 
{Sir Henry Thornton.] 
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Sir Henry THORNTON: That means the total increase of $471,000 was due 
to increased compensation, and you will see below $10,000 due to ‘material and 


miscellaneous. That accounts for the total increase of $481,000. — oe 
Hon. Mr. Dunnine: I do not think you need to read the other items. They ' 


are all very small. . \ 

Sir Henry THornton: I do not think there is anything on the next page 
which adds anything. ‘ 

Hon. Mr. Stevens: Sir Henry (aveenn I i not. ‘know othes I am 
treading on delicate ground or not— 

‘Sir Henry Tuornton: Tread as much as you like, 

Hon. Mr. Srevens: They say, “ Fools wade in where angels fear to tread ” 
and maybe this is an occasion of that kind, but I notice some conflict or contest 
between the Canadian National and the C. PR. in the hotel situation in Halifax. 

Sir Henry THORNTON: Yes. 

Hon. Mr: Stevens: I think it would be a good idea if we could have some 
explanation of that. The reason I ask the question is this. I think Parliament 
has accepted for years the policy of trying to avoid dupheation as far as 
possible in the two railway. systems— 

Sir Henry THorNTOoN: That will come up as a special item in the estimates, 
if you care to defer your question until then. 

Hon. Mr. Stevens: I have no object in‘pressing the question now, 

Sir Henry THorNToON: Press as much as you like, but when discussing the 
estimates, that item will be included, and that will, I should think, be the proper. 
place to bring it up. 

Hon. Mr. Dunnine: It is a proposed expenditure, and as such we can deal 
with it more intelligently in the estimates. 


OOS tte 


Hon. Mr. Stevens: Just keep that in mind, and we can discuss it later. 
Sir Henry THornton: Yes. I fully expected that would be one of the 


questions which would arise. ? 

Hon. Mr. Stevens; It is a question of the wisdom of duplication; that is all. 

Sir Henry THornton: I quite appreciate that. I think, Mr. Chairman, if I 
may say this, the Committee -has now examined all of the items which enter 
into the expenses of the National Railway System, and unless further questa 
are to be asked, we have finished with the income accounts. 

Hon. Mr. Stevens: That is dealing with operation. 

Sir Henry THORNTON: Mr. Dunning suggests you sat like fo take. up the > 
annual reports 

Hon. Mr. Dunninea: The president’s statement. However, it is up’ to the 
Committee. Personally, I am fully satisfied with it, but if the Committee wishes ° 
to take it up, it is usual to do so at this time. 


' 


x 


= , 


Sir Evens Fiser: The fact remains that we have perused the aaclineeen | 


report, and the report of the Canadian National Railways is practically a copy ~ 


of it. If there are No further questions, I move the ponon be adopted. 

Hon. Mr. Srrvens: I do not quite get that. 

Sir Evcend Fiserv: The explanations 1 in the preliminary report are practically 
the same as those contained in the main report of the Canadian National Rail- 
ways. We have examined the analysis of that report, and if theré are no further 
questions, we might as well approve it. 

Hon. Mr. Strvens: That would be a-very convenient short-cut, bar I do 
not think it would be a wise one. | 

Sir Henry THornNton: I think General Fiset means that you have examined | 
the primary accounts which make up the expenses of the Canadian. National — 

(Sir Henry Thornton.] . ING ~“ 
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Railways, and he suggests that you approve the report in so far as the expenses 
are concerned. This does not deal with the capital expenditures at all. 

Sir Evcenr Fiser: It will be an occasion for discussion when the estimates 
are before us. 

Sir Henry TuHornton: You have ane dealt with the current expenses 
for the year. 

Mr. McLean (Melfort): Mr. Chairman, I would like to draw attention to 
the item of “ Maintenance of Way and Structures ” on pages 6 and 7. The wage 
‘Increase is quite large, but the total increase is\very small, if any. There is a 
decrease in the last item on page 7 of $59,000, and I notice decreases 1n various 
items of maintenance, and I also notice something of the same tendency else- 
where. There is an increase in compensation and wages in quite a few items, 
but there are quite a few decreases in maintenance of way and structures. The 
question is, are the lines being fully kept up or improved. 

Sir Henry THornton: “ Maintenance of Way and Structures” decreased 
- $5,000. Practically speaking, having regard for the amount involved, that is 
( about the same one year as another; that 18 to say, there has only been a 

variation of $5,000 for the last six months in ‘“ Maintenance of Way and Struc- 
tures”? with respect to the eastern lines. While there is a decrease, the $5,000 
_ there is a relatively small amount, and it means, aires speaking, that the 
expenses have been the same. 
Mr. McLean (Melfort): ce has been a large increase In compensation 
and wages. 

Sir Henry THorNTON: The increase there was practically $64,000. Then 
_ you say “ Does that mean the lines have been allowed to deteriorate’”— 

Mr. McLean (Melfort): That is my poe 
E Sir Henry THornton: -—and the answer is “ No, they have not’. From 
year to year you may expend a little more this year than you did last year, in 
maintenance. You may be confronted with a situation which involves the 
laying of heavier rails this year. Those rails, once laid, may not be renewed 
for ten years, so that you cannot always spend exactly the same amount every 
year. In estimating whether a property is deteriorating or not, you have to 
look at it not for a period of twelve months, but over a period of years. From 
my knowledge of the eastern lines, I would say that the track and the general 
- condition of the property is better than it was in the past year, and is very 
ue pe ecrably better than it was four years ago. 
ioe Sir Eucens Fiser: I hope that statement applies to the unfortunate sec- 
tion of the eastern lines which we call ‘the orphan line” between Riviere du 
‘ Loup and Campbellton. 
. Sir Henry THORNTON: We have no “orphans” General. 


Sir. ‘EUGENE Fispr: For instance, the fences between Riviere du Loup 
and Campbellton have not been touched for thirty years. We are succeeding 
bit ‘by bit in getting a few miles of fences built yearly. I do not know whether 
_ itis due to the fact that there is a deficit on the eastern lines, but we have a great 
- deal of difficulty in having these fences placed in proper shape. They have 
_ adopted the pragramme lately of improving them somewhat, but in the mean- 
ime valuable animals are being killed almost daily. 


 S$ir Henry ToReon: ~The point to which you call attention, General, 

merits attention. There is no doubt but what the general condition of the 

_ fences on—for want of a better name—what we call the “eastern lines” has 

4 been good, We are improving them year by year, but like other things we 

cannot improve them all at once, at least not without running into an enormous 

seek but. we are improving "the oy condition. For the six months 
A {Sir Henry Thornton.] 


at 
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ending December 31, 1927, we spent, in round figures, $46, 000 on fences. For — 
the same period in 1926 we spent $26,000. In other words, _we increased our i 
expenditures in the territory of which you spoke for fences from $26,000 to 
$46,000, about $20,000, or approximately 75 per cent. That is, we spent 75 
per cent more on fences in the last six months this: year than in the same period 
of 1926. So you can see we are going ahead with rapidity in Correcting the 
situation to which you call attention. 

Hon. Mr. Dunnine: I might help the General. by pointing out that n- 
the future if he, or any others, feel aggrieved in this matter, they need not come __ 
to Sir Henry Thornton or the other officers, but they can go to the Board of | 
Railway Commissioners, the same as the unfortunate people in the other parts 
of the country. 

_ Sir Henry THornton: General (Sir. Eugene Fiset), do ou no think an 
increase of 75 per cent in that particular item is evidence of a very substantial 
attempt on our part to correct the situation. 

Mr. Cantey: That would depend on the amount you spent the previous 
year. If you spent one dollar, and the increase was 75 cents, it would not 
amount to very much. How much did you pay out the year before? me 

Sir Henry Tuorntron: I can only speak in periods of six months. For 
the six months ending December 31st, 1927, we spent $46,000. 

Mr. Cantitey: Over how much mileage? 

Sir Henry THorNnton: For the same period in 1926 we spent $26, 000. 

Mr. Cantiey: Over how much mileage? 

Sir Henry THORNTON: Approximately 2,800 miles. 

Hon. Mr. Srevens: On the eastern lines? ~ , 

Hon. Mr. Dunninc: The eastern lines, until the amendment passed the © 
House of Commons the other day, were not amenable to orders-of the Board in 
that regard. From now on, those who are aggrieved can go to the Board if 
they are not satisfied with what the railroad is dower “ 

/ Mr. Cantiey: It is spread out pretty thin. 

Sir Henry THorNtTon: Yes, but you cannot do everything at once. 

Mr. Cantey: I know, Sir Henry (Thornton), but feneing is a matter 
that you can get done by contract, or do it yourself. 

Sir Henry THornton: Yes, but you have to pay for it. \ fo ag : 

Mr. Cantiey: There is. very little except advice you can get in this 
country that you do not pay for. 

Sir EuGENE Fiser: What some of us are afraid of is the fact that we are 
facing a yearly deficit on the eastern lines, and we are afraid the Canadian — 
National will not give us the same consideration, due to that fact, which the 
other parts of the line are receiving. 

Sir Henry TuHornton: As a matter of fact, General, that is eae: 
you have got to leave to the fidelity of the officers ‘who administer the property.» 
As far as the Canadian National.is concerned, I make no distinction between- 
the Eastern lines and the. Western Region. We try to administer the properties 
and spend that amount of money which we think we should spend, and go as- 
far as we can in spending that money; but I cannot embark on*a program in 
one year of fixing up all the fences. 

Sir Eucensr Fisrer: I suppose it does happen that you take a survey of this 
orphan part of the railway, your Eastern division, and when you do, I wish you 
would also look at the stations, consider what they look like, as far as paint is — 
concerned, and also the provision of platforms, in order to satisfy the local 
; population: perhaps not only from the point of view of the exact needs of ae 

(Sir tals Thornton.] ; + 
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railway, but basing your expenditures on the income that those small stations 
emay bring in. I think they deserve some consideration. 

| Sir Henry THornton: As a matter of fact, General, as far-as my reputa- 
tion as a railway officer is concerned, the Eastern lines do not enter into our 
accounts, and I could spend just as mtich money on those lines as I can get a 
government to approve, without any skin off my shin. 

Sir EUGENE Fiset: I would be willing to help you in that. 

Sir Henry Tuornton: At the same time, I have got’ to exercise—and all 
our officers must exercise—reasonable prudence in the things which we suggest 
should be done. What is next, Mr. Chairman? The question is whether the 
Committee want to accept the explanation of the expenditures or not. 

Sir Evcene Fiser: I-move the adoption of the report, sir. 

Sir Henry THorRNTON: With respect to the expense items? 

Hon. Mr. Stevens: -You cannot adopt the whole report. All you can adopt 
is the operating expenses which we have examined, and nothing more. 

Hon. Mr. Dunnine: It ig really not necessary to have such a motion at 
this stage, Sir Henry. 

Sir Henry THornton: No. You have merely examined one aspect of the 
Company’s operations. If the Committee approves, I would suggest to the 
Chairman that we go on to something else. I would think that if we have got 
rid of expenses, perhaps the Committee would like to deal with revenue. 

Hon. Mr. Dunnine: The income statement is on page 15. 

’ Hon. Mr. Stevens: Which book are you using now? The red book? 

Sir Hpnry THORNTON: Yes. 

Hon. Mr. Srevens: We started with this (indicating). 

Hon. Mr. Dunnine: That is an analysis of expenses. 

Sir Henry THornton: Spar we take the income statement on page 15 of 
the red report? 

( Hon. Mr. DUNNING: Operating revenue and expenses relative to the income 
_ statement. 

Sir Henry THornton: I would suggest that you turn to page 16 where 
you find detailed revenue. You have dealt with expenses, and now perhaps you 
would like to deal with revenue, and that will be found on page 16 of the red 

— report. 
The CHAIRMAN: The first is item 101. — 

Mr. Henry: In 1927, the freight revenue was $193,541,352.73. 

Sir Eugene Fiser: May I ask, Mr. Chairman, if the Eastern division is 
excluded from this? 

Sir Henry THorntTon: Yes. 

Mr. Henry: For six months. 

Hon. Mr. Dunninea: There is a separate statement in the yellow book deal- 
- ing with the Eastern lines: Me 
_ The Cuairman: Since the Ist of July, 1927, only. 

Mr, Jevurr: Can you deal approximately with the other? 

Sir Henry THornton: That will be developed. If you will let Mr. Hetty 
run through with this, the question you have in your mind will be developed. 

_ Mr. Henry: The freight revenue for the year ending December 31st, 1926, 
Bs "was $191, 787,465. 76° or an increase of $1,753,886. In percentage of dollars, fie 
fe -inerease is 91 per cent. Revenue tons carried 2.18 per cent. Revenue ton miles 
f - .85 per cent. pits 

‘Gg ts | {Sir Henry Thornton.] 
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Hon. Mr. Dunninc: These are all increases? 


Mr. Henry: These are all increases. Products of agriculture, tons carried “a 
12,108,350. There was a decrease there of 276,256 tons. Products of animals, 


1 508, 526, a decrease of 24, 525 tons. Products of mines, 20,419,870, an increase 
of 187 840. 


The CuarrMAN: Just a minute, Mr. Henry. You have this other book. 


Those items Mr. Henry is reading out are embodied in this. 

Sir Henry THornTON: No, it is all in the red book. 

Mr. Henry: Products of forests, 10,004,902 tons, an increase of 412 195 
tons. 

Mr. McLean: On what page is that? | 

The ‘CHarrMan: Page 30. 3 

Hon. Mr. Dunning: _The commodities are on page 30, and the item is 
101 on page 16. ine , 

Mr. Henry: Manufacturers, miscellaneous and L.C.L., 16,489,410 tons, 
an increase of 991,286. The total tonnage carried was 60,531,058, or an increase 
over the previous year of 1,290,540. — 

Hon. Mr. Srevens: You have not the borne pondiig statement, of the 
revenue in dollars, under these heads? yh - 


oe, 


poo 


Mr. Henry: Not by the various classes of commodities, no; we have not. 


Hon. Mr. Srevens: That is not available, I suppose. 
Mr. Henry: It is not available. 
Hon. Mr. Stevens: Could it be? : 
Mr. Henry: ‘It could be, but it would take a lot of work. . p 
Hon. Mr. Stevens: It is not in your’ system of accounting? 


Mr. Henry: No. Passenger, in 1927, $36,080,488. Th 1926, ey 570,671, 
or an increase of $509,817. 


Hon. Mr.°*Dunninea: This is the first time we have had an increase in 
passenger revenue for some time, Sir Hone 


Sir Henry TuHornton: Yes. ; 
Mr. Henry: That is an increase of 1.48 per cent. The passengers car- 


ried decreased 1,048,936 or 5.27 per cent. The passengers carried one mile ~ 
increased 48,641,911, or 3.67 per cent. This indicates‘a.continuation of loss. 


of short haul traffic due to motor bus, and private auto competition, and a 
substantial increase in long distance travel. / 


Hon. Mr. Dunninc: Less passengers, but carried them farther. 


Mr. Henry: 108. Excess baggage; there was a decrease there of $5,046. 
The reason for that is that apparently the commercial travellers are reducing 


the quantity of samples carried. Sleeping cars, 1927: the increase there is Mi 


$114,534. New services such as “The Confederation,’ the “Maple Leaf” and 
the ‘‘Acadian” were the cause of this. 105, Parlor.-and Chair cars. The 


increase’ is $16,000. The same explanation is due, with respect to the trains 


‘‘Confederation,’ “Maple Leaf” and “Acadian.” Mail, the increase there is — 
only $5,535. Trains Nos. 11 and 12 Quebec to Cochrane increased from three 


to Six trips weekly; heavier overflow traffic on Ocean Limited and > Maritime 


express and Montreal-Toronto trains, and increased train service on western 


region. The Grand Trunk Western lines reported a decrease of $44,000 eek 
to reduced train service. ” ® 


Hon. Mr. Stevens: At that point, do you carry, through mails, trans- 


continental, and trans-oceanic? Have you a through service from the Pacific” te 


coast, say to Europe? 
[Sir Henry Thornton.] / 
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Sir Henry THornton: What is the answer to that, Mr. Weldon? 

Mr. Wetpon: No, I would say not. The transcontinental pone are 

| mainly carried by our competitor. 
Mr. Henry: Express. The increase is $389, 471. ‘The increase is in fish 
traffic, Manitoba lakes, $47,000; fish traffic Saskatchewan lakes, $13,000. Inter- 
change with Alberta aveeinent Railways, $43,000. THerenae in Me Rouyn 
mining district, $45,000. Increase in general merchandise traffic, $250,000. 108, 
other passenger trains; $139,000 of an increase. The 1926 accounts included 
a debit adjustment with the Pullman Company of $130,000, increasing ‘the 
maximum average earnings per car before division from $7, 500 to $9,000 for 
three years to June, 1925. 
Hon. Mr. Stevens: Just at that point, do I pe that you ihe a loss 
. in the handling of the pullman cars? "i 

Sir Henry TuHornton: No, there was an adjustment of our accounts 
with the Pullman Company of 8130, 000, and we increased their compensation, 
as did all the other railways. I am not sure that I quite get your point there, 
Mr. Stevens. 

Hon. Mr. Stevens: My point!is this: I must: ene gather what I 

hear. There was an adjustment with the Pullman Company, I presume on 
-aceount of hauling the Pullman cars. There is a division I know in the ticket. 
Does the hauling of Pullman Company _ ears result in a loss to the National 
Railways? 
Sir Henry THornton: No. We are dealing now only with revenue. 


~. Hon. Mr. Srevens: Quite so, but I notice here there is a debit in 1926 
of $48,000. 3 : 
Sir Henry THornton: Perhaps Mr. Cooper will explain that. 


- Mr. Cooper: We have an agreement with the Pullman Company whereby 
the additional earnings there, $7,500, were divided between the Pullman and the 
Canadian. National. We made a new arrangement, whereby that $7,500 was 
lifted to $9,000. | 

Hon. Mr. STEVENS: That would be to the detriment of the Canadian 
National? 

Mr. Cooper: The adjustment was to the detriment, yes. That does not 
say the result of the Pullman service was to the detriment of the Canadian 

_ National. 7 

_ Hon. Mr. Srevens: It is’ only idle curiosity on my part, but it strikes me 
that the Canadian National might consider whether the policy of continuing 
with the Pullman Company, or installing its own sleepers is the best. 


Sir Henry Tiornton: Our policy in that respect was this, Mr. Stevens. 
- We operate our own sleeping and parlor cars throughout routes which are within 
- the boundaries of the Dominion of Canada. We operate Pullman service between 
pepoints in Canada and points in the United States. That is mostly a heritage 
- that has come to us from other lines, with respect to our services between New 
York and Montreal, and between Toronto and New York. Of course, we are 

- practically obliged to use Pullman services because those cars pass over other 
- railways than our own, and our mileage is relatively small. So that our policy — 
really has come to this: that we operate our own sleeping cars and parlor cars 
~ within the Dominion of Canada, but where we are involved with other railways, 
_ and where the service passes beyond the boundaries of the Dominion of Canada, 
yee employ the Pullman service, and our arrangements and contracts with the 
_ Pullman Company are the same as those which are approved by the American - 
Railway Association, and the other railways on the North American continent. 
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Hon. Mr. Stevens: They are all on a par. , 
Sir Henry TuorntTon: Yes. y ; . 
Hon. Mr. Stevens: But they have iaeosed aes shall I say—a maxi- :, 
mum of, $9,000? a 
Sir Henry THornton: That was due to a general inetuahy that was 
made in the relations between the Pullman Company and the other railways on 


the North American Continent, through the American Railway Association. It 
was to compensate the Pullman Company for the additional cost they had been 
under; their wages had gone up, and other costs as well, just as they had gone ~ 
_up with us, and it was Besta a reasonable thing to do. 7 
Mr. JeLiuFF: You are at No. 108. a 
Mr. Henry: Other passenger trains. q 

~ Mr. Jevuirr: I do not get this yet. “You have revenue in 1927 at so much, 
then for 1926 you have it in a different kind of DG which led me to think there 4 
was a loss in your presentation. a 

Mr. Cooper: In 1926 there was a debit balance. 7 

Mr. JELLIFF: So that there was a gain in the addition of the two items? a 

Mr..Coorer: Yes. The gain was $196,000; that is right. a 

Mr. Henry: Account No. 109, Milk, increase $3,888.33. -That was new 
traffic from Eastern Townships and Island Pond to B. and M. points. . 

Account No. 110, Switching. The increase is $62,609.67, due to a general 
increase in switching throughout the system except at Detroit, where we switched 
less coal ex D. and T'S. line. 

Account No. 111, Special Service Train, a decrease in 1926 of $12, 602.26. 
This account covers revenue from circus trains, from newspaper a other special . 
trains, and naturally varies from year to year. : 

Account No. 113, Water Transfers, Freight, an increase of $8,040.88. 

Hon. Mr. Stevens: What is that small item? 

Mr. Henry: That is due to the Okanagan Boat Line Local Traflie. The 
service commenced in January, 1927. 

Hon. Mr. Stevens: Are you making any money on that me, Y 

Sir Henry THornton: I should think we probably were. 

Hon. Mr. Stevens: Is 1t off? | | 

! Af? 


Sir Henry THorNTon: Is what off? ' 

Hon. Mr. Stevens: The traffic now, the service? 

Sir Henry THornton: No, I do not think.so. 

Hon. Mr. Srevens: You said you were. ; 

Sir Henry Txornton: I meant to say we are. You asked me, are we 
making any money, and I said we are. 

Hon. Mr. Stevens: Is thought you put it in the past tense. . « 

Sir Henry THornton: I did not mean to do so. 7 3 
| Mr. Henry: Account No. 114, Water Transfers, Passenger, an increase of ae 
$16,321.45. The Okanagan Boat Line Service, commenced January 19277487 
responsible for $4,701.90, and the additional two vessels, Grand Trunk Mil- - 
waukee Car Ferry Service across Lake Michigan is responsible for $11,322.57. 

Account No. 115, Water Transfers, Vehicles and Live Stock, an increase 
of $15,361.14. There was an increase on the Prince Edward Island Ferry in 
the six months to June of $724.64, and.on the Grand Trunk Milwaukee Car 
~ Ferry, for autos on their own wheels, $14,636.50. 

Account No. 116, Water Transfers, Other, an increase of $4, 865. 22. That | 
was on the sale of berths on the Grand Trunk Milwaukee Car Ferry. | 

{Sir Henry Thornton.] 
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Account No. 131, Dining and Buffet, an increase of $139,156.45. That was 
due to new services, such as the Confederation, the Maple Leaf and the Acadian 
trains, special things, such as the Mining Congress, and a general increase in 
long distance travel. 

Account No. 132 is-about the same; there is no explanation there. 

Account No. 133, Station, Train and Boat Privileges, an increase of 
$10,689.07. 


, 1927 1926 Increase 
Canada Railway News Company... .. $112,073 49 $105,261 25 $6,812 24 
barce! wockers,,/ loitets, ete... 5) 64.2. 26,957 16 24,493 95 2,463 21 
Insurance Commissions. . wh Rhee £2 430 38 11 587 30 843 08 


Account No. 134, Parcel Room, there is a decrease of $10,418.19, due to the 
parcel room at Toronto being transferred to the Torento Terminal ‘Company. 

Account No. 137, Demurrage, a decrease of $58,641.56. The decrease is - 
on Grand Trunk Western Lines, and is due ‘to less congestion and delay at 
Pontiac and Detroit. 

Account No. 139, Grain Elevator, a decrease of $47,828.19, due to less grain 
handled through the ‘Portland and Tiffin elevators, and less held in storage at 
Saint John in the first. half of the year. 

Account No; 141, Power, an increase of $6,523. 22, due to increased charges 
against the Armour Grain Elevator and others at Depot Harbour. 

Account No. 142, Rents of Buildings, etc., an increase of $18,378.07. In 
1927 we obtained higher rentals for various miscellaneous properties owned by 
the Canadian National Railways. 

“Account No. 143, Miscellaneous, a decrease of $3,961.96. 


Hon: Mr. Stevens: What is included m that item? There are some rather 


» large items. 


a 


Mr. Henry: The International Bridge Tolls, the Victoria Jubilee Bridge 
Tolls, the Port Arthur Coal Dock, the Boarding Car \Department, Wharfage 
at Halifax, Portland, etc., Labour and Handling, Cleaning and Disinfecting 


Cars, Heating Cars, Sale of Cinders, Paper, Water, Old Wood, etc., Detouring 


Trains for other Companies. ~ 
Account No. 151, Joint Facility, Credit, an increase of $94,460.69. This 


- increase is due to changed conditions at the Toronto Union Station. This 


ae! 


account now receives credit with our Wheelage proportion of gross receipts from 
restaurant, lunch counter and parcel room. ‘Previous to August 11, 1927, the net 
profit was credited to Account 133, and C.P.R. proportion recharged through 
Account 152. 3 

Account 152, Joint Facility, debit, $30,534.62. 

Mr. Cuapuin: Is the C.N.R. a stockholder in the Old Suspension Bridge 
at Niagara? 
Mr. Henry: I do not think sO. 
The CHAIRMAN: No. 
Mr. Cuaputn: It is not a shareholder at all? 
Sir Henry THornton: No. ’ rose 
Mr. Henry: Account 152. The Toronto Union Station, as explained 
above, is responsible for $8,832.59, and certain traffic formerly considered joint 


with the Wabash and accounted for through this account, now considered com- 
petitive, and accounted for directly: through appropriate revenue primary 


/ 


~ account, $21,000 of a decrease. 


Sir Henry THorNToN: That represents all the stems of revenue. We have 
now dealt with the revenues and the expenditures. We can take up the estimates 
now, Mr. Dunning? - 

é (Sir Henry \Thornton.! 


- 
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Hon. Mr. Dunnine: Unless there is something in Sicouen with’ the | a 
accounts, unless they want to go over some revenues on the Eastern Lines. i 
Sir Henry THorNton: We have still the revenues on Eastern Lines. Does 
the Committee wish to go over those? an an. 
Hon. Mr. Dunninc: ‘They are on page 3? 


Sir Henry THornton: On the yellow sheets. Beret’ on Basten Lines. 
Go ahead, Mr. Henry. a 

Mr. Henry: Account 101, Freight. There was a decrease of $582, 510. av 
There was a decrease of $931, 809 as the result of the 20 per cent rate reduction 
under the Maritime Freight Rates Act. Had such reduction not been put into 
effect, there would have been an increase of $349,299. The difference between 
these two is $582,510. 

Account 102, Passenger, a decrease of $32,968. There was in increase of 
$3,730 in Passengers Carried, but a decrease of $3,105,856 in Geek Carried ~ 
One Mile, or 2.8 per cent. That. is the reason for the decrease. 

Account 104, Sleeping Cars, a decrease of $19,698. This is chiefly due to 
the new train “Acadian” , which was put on from July Ist to September 26th. ~*~ 

Account 107, Express. There was a decrease of $124,187. In 1926 the | : 
Eastern Lines received 14.35 per cent of the System Express Revenue. This — 
was an arbitrary apportionment. Since July Ist, 1927, they have received 100 
per cent of the local, and mileage pro rate of through traffic, approximately 
12.38 per cent. This has reduced Eastern Lines Express Revenues by $140,000, 4 
and correspondingly increased Canadian National.. Against this. sae ts we IG a 
have an increase of $16,000 in General Traffic. 

Account 114, Water Transfers, Passengers, an increase of $7, 101. This 
revenue represents fares of local passengers handled on the Prince Edward Island 
Ferry. In 1926 this revenue was not separated from passenger revenues, and 
was included in Account, 102. ws ; 

Account 115, Water Transfer, Vehicles and Livestock, an increase of $4,617. 
Increased revenue from T ransportation of Automobiles on the Prince Edward 
Island Ferry, occasioned by more tourist. traffic. . 

Account 131, Dining and Buffet, an increase of $6,902. That i is due to the 
train “Acadian”. 

Account 187, Demurrage, an increase ‘of $13,746. In August, 1926, this 
account is charged with $10,000 cancelling demurrage assessed! at Pictou, NS., 
due to failure of railway to more promptly release cars. There was no cor- 
responding charge in 1927. | | ure 

Mr. Henry: The next is No, 1389, Grain Elevator. This shows an increase — 
of $5,864; increased revenue at the St. John elevator. 

Sir Henry THorn ton: That covers an item of revenue for the Eastern Lines. 

Hon. Mr. Stevens: Sir Henry, is the revenue from the Central ‘Vermont, 
and other lines, included? 

Sir Henry THornton: You have everything but the Central Vermont. 
The Central Vermont is under receivership, and has not been included. — 

Hon. Mr. Srevens; Are we going to have that? 3 

Sir Henry Tuornton: We can get it, yes. 


Hon. Mr. Stevens: Why not round off this income, or ey revenue matter 
at this point, and put in the Central Vermont figures? 


Hon. Mr. Dunnine: Is the Grand Trunk Western inolndsd i in this? 


Sir Henry THornTon: Oh, yes. There is just the Central Vermont omitted, 
and that is in the hands of the receivers. That is the reason we did not bring 
these figures forward this year. | 


[Sir Henry Thornton.] 
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Hon. Mr. Stevens: What is the objection? 

Sir Henry THorntTon: We can get them, but there is nothing we can do 

with them. tr 

Hon. Mr. Srevens: I think we ought to have them. It is a matter of 

rounding off the whole system. 

Sir Henry THORNTON: We can get those figures. 

Hon. Mr. DUNNING: You have not them with you this morning? 

Sir Henry THORNTON: No. \ 

Mr. McLean (Melfort): Is that due to the fact that you are not 

operating the road yourselves? 

Sir Henry THORNTON: The road is in the hands of the receivers. It is 

out of our hands, technically. , 

Mr. JeuuirF: Could you give us the approximate figure? « 

Sir Henry Tuornton: We can give you all that to-morrow. 

Hon. Mr. Dunning: It does not make any difference to the general 

accounts, under the present situation. 

Hon. Mr. Stevens: I do not see why there should not be a frank state- 

ment about. it. | 

Str Henry TuHornton: There is no reason at all. I only left them out 

because I did not think you would want to be bothered with them, as there 
is nothing we can do about them. 
é Hon. Mr. Stevens: I do not suppose we can do mutch with any of these, 
_but we could have the pleasure of looking them over. 

Sir Henry Tuornton: We will give you that pleasure to-morrow. 

Hon. Mr. Stevens: I would like to take this opportunity of complimenting 
your staff on the splendid manner. in which they have got these accounts 
together. . 
| Sir Henry THORNTON: We are getting experience. I will be delighted 
to have you look at these figures to-morrow morning. I would like to ask you 
if I could be excused to-morrow morning. ‘Mr. Henry, and the Vice-Presidents 
will be here to answer such questions as you may want to put to-morrow. We 
have a dinner of our employees’ club at Toronto to-morrow night. It is a 
gathering of all of our staff of employees, and sometime ago, before I could 
tell what the meetings of this Committee would be, I promised to go to that 
dinner. I would like very much to go, not that it is essential one way or the 
other, but it tends t@ encourage the espirit de corps of the organization. So, 
with your permission, I would like to be excused to-morrow in order to attend 
that convention at Toronto, but I will be back here Thursday morning. 

Hon. Mr. Dunninc: I understand the Immigration Committee have called 
you for Thursday morning. 

Sir Henry THorRNToN: Yes, but I do not imagine that will take very 
long. : 


Witnesses retired. 
The Committee teeied until Wednesday, ae 18th, at 11.00 am. 
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MINUTES OF PROCEEDINGS 


Room 424, Housn or ComMMoNs, 
WepneEspay, April 18, 1928. 


The Select Standing Committee on Railways and Shipping, owned, controlled 
and operated by the Government, was called to order at 11) o clock, a.m., Mr. 
Goodison, the Chairman, presiding, 


Members present:—Messieurs Cantley, Duff, Dunning (Hon. C. A.), Fiset 
(Sir E. Js Goodison, Harris, Jelliff, es McLean (Melfort), Milne and Stevens 
elebetulnage @ eet, 


In the absence of Sir Henry THosnten Mr. R. A. C. Henry, Director, Bureau 
of Economies, acted as chief witness. Mr. 8S. J. Hungerford, Vice-President, Mr. 
_ T. H. Cooper, General Auditor, and other members of the official staff of the 
Canadian National Railways, were in attendance to assist in giving answers to 
questions by members of the Committee; also representatives from the Depart- 
ment of Railways. 


i On opening the meeting, the Chairman stated that Mr. Neill, M.P., who was 
then present, had requested permission to address a few words to. the Committee. 
Permission granted. 


Mr. Neill’s remarks were in reference to a desired.guaranteed coal rate 
shipped from Vancouver Island in the Government Merchant Marine ships by 
way of the Panama Canal to Montreal, on a somewhat similar basis as the pro- 
posed rate from eu bera to the Eastern Provinces, as announced some weeks ago 
in the House. 


After considerable discussion, Mr. Neill was assured that the matter was 
under investigation and would be fully. considered. 


Central Vermont Railway matters were again taken under consideration 
with regard to revenue and expenses. 


Mr. Henry submitted a statement for the year ending December 31, 1927, 
as compared with 1926, Income Account. 


General discussion on this matter. Many questions were asked by Mr. 
Harris, and answered by Mr. Henry and other officials of the tailway. 


Page 34 of the Annual Report of the Canadian National Railway System, 
which shows the investments in the Central Vermont Railway, was by request 


’ of Mr. Stevens ordered to be incorporated in the record. 


Further discussion on Central Vermont Railway matters. 


Resumed consideration of the Annual Report at page 21, under the heading 
of “ Expenditures, less Retirements, during the year 1927, Applicable to Invest-, 
ment, in Road and equipment.” 


Road: Items under this heading, from 1 to 23 were taken up separately 
and considered. 


The Chairman Bmounced that it was one o’clock. The question of the next 


meeting was taken up and it was decided that the Committee would meet again — 


to-morrow, Thursday, at 11 a.m. 


The Committee adjourned. 
-61604—1} 


MINUTES OF EVIDENCE x 


ComMITTEE Room 425, 
| Hovse or Commons, 
Wepnespay, April 18, 1928. 


The Select Standing Committee on te ailways and Shipping met at 11 
o’clock, a.m., the Chairman, Mr. W. T. Goodison, presiding. 
The Cuateman: ‘We will come to order, please. Mr. Neill has requested 


permission to speak a few words, and we will hear him now. 


Mr. Newiu: Mr. Chairman, I will only detain the Committee a very few 
minutes, but I want to bring a small matter before them. The members of 
the. House will remember that a few weeks ago when the Minister of the Interior 


announced the policy of the government by way of guaranteemg a coal rate from 


Alberta to the eastern provinces, I put a question on the order paper asking if, 
in view of that fact, the government would be prepared to give an equal 
guaranteed rate on coal shipped from the Vancouver Island coal mines in the 
Government Merchant Marine ships by way of the Panama Canal to Montreal. 
The Minister of the Interior, perhaps for want of a better answer, made the 
rather unusual statement that they had not been asked for such a rate. Of 
course, it is against common sense to think that the handicapped coal industry 
of British Columbia would not have their hands out for the same concession 
given to Alberta, because British Columbia is in even a worse position. How- 
ever, | want the Committee to note. the very much implied promise given on 
that occasion that the rate had not been asked for and therefore had not been 
given, the inference being that if we asked for it, we would be in line, the only 
reason given being that we did not ask for it. I now submit the formal request. 
I have a letter here from the biggest colliery on Vancouver Island, and [ 


I note that in the House of Commons on the 28th of March, you 
brought up the question of preferential ocean rates being given.to coal 
mines on Vancouver Island, for shipments of coal to Montreal. I think 
there is quite a possibility of business developing on the lines of your 
suggestion. You might take the matter up with the Canadian Govern- 
ment Merchant Marine, in order that I may have some rate to work 
‘upon. If a satisfactory rate ean be obtained for our Comox coal, which 
is an excellent furnace coal, I will immediately get in touch with the 
Distributing Agencies in } Montreal, and see if we can arrange to market 
our coal in ‘that city. Of course, it would be necessary to make all ship- 
ments of coal during the summer months, and it is quite possible that 
this would suit the Canadian Government Merchant Marine. 


That is all the quotation. If we can get a rate like that I believe it will 


greatly benefit us and benefit the coal consumers in Montreal. 


I might mention that it would be a less costly rate to the government 
because the limit is closer. I believe the government will be heavily drawn¢ 
upon in Alberta if the rate is to be a success. In our case it would require only 
a comparatively small guarantee to make it a success. It would be in fact 


quantity shipments; it would be shipped by the shipload, whereas the ships 


out. there now are sometimes running with half freight. This would be a 


\ » ; . Aye 
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euaranteed source of freight, which could ‘be counted upon, and ae in a small’ “4 
way. They could load the oa ship out there in a very few hours with’ the 
’ special bunkering arrangements they have for that purpose. 

I would like. to leave this idea with the Committee and the officials of the 
company which runs these ships, and ask if a rate cannot be worked out which — 
would be somewhere in line with the guarantee given to, the Alberta people. — 
This, I believe, would be a constant source of revenue to the company and a” 
euarantee to our Vancouver Island coal mines. 

Hon. Mr. Dunnine: Mr. Henry, what have you to say, aside from the 
question of guarantee, as to the Merchant Marine taking that sas ss of business? 
Of course, any arrangement at all similar in character to the arrangement ~ 
with Alberta is a matter of government policy, but what have you to say as to 
whether the Merchant Marine can give any information as to the practicability — 
of such a trade? Ae i 

Mr. Henry: With regard to that: our Merthant Marine have looked into 
it to a certain extent and a little memorandum has been prepared. Really, we 
have not any boats which are available for that service at the moment. Boats 
which are now in the coastwise service are fully employed on other things. 

Mr. Nett: Is there not now a service from Vancouver to Montreal? 

Mr. Henry: There is, but the boats in that service are fully occupied with 
cargoes of lumber east- bound. | 

Mr. Neruu: All loaded to capacity? aa, 

Mr. Henry: All loaded to capacity. a 

Hon. Mr. Dunnine: Are these boats suitable for carrying: coal, ite mer 
What type are they? 

Mr. Trakie: Because of their ‘tween decks they are not prance fitted as 
coal carriers. 

Hon. Mr. Dunnine: Have you any boats at all Liane for that? 

Mr, TEAKiw: We have two 4,400-tons boats without tween decks which we 
could use, but we consider these boats would be so expensive to Coe that the 
coal industry could not stand it. 

Mr. Netti: Why would a 4,400-ton boat be expensive to operate? Js it of . 
too small a capacity? . 

Mr. TeaKue: That is the answer. rele 

Mr. Neiuu: Can anyone tell me what size of ‘boat is properly fitted for 
carrying coal? . : 

Mr. TEAKLE: Ours are now operated in the general cargo trade. All of our 
ships but these two are fitted with ’tween decks for the proper handling of — 
general cargo, and it is that general cargo trade they are now operating. Both 
of these small boats, of 4,400 tons, were used last year exclusively for carrying | 
coal between the mainland, Sydney and Newfoundland. TOG are not me tf 
with ’tween decks. a ; 

Mr. Neiuu: Are they avatlaniey ‘ 

Mr. Traxur: They are available, but I think because of their small size — 
and the length of time necessary to make the voyage from Vancouver and back : 
again, the expense would be so great as to make it impossible for the eral 
industry to stand it. iy 

Hon. Mr. Dunnine: €You will have ,the matter looked ie hae! Mr 
Henry? if 
Mr. Henry: Yes, it is under investigation now. . 
Mr. Neiuu: Thank you. 
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' Hon. Mr. Dunnine:. Mr. Chairman, when we adjourned yesterday it was. 


understood that we would come back to-day with the revenue and expenses of 


the Central Vermont, in which Mr. Stevens was interested. 

Mr. Henry: We have here a statement of the income account of the Central 
Vermont Railway for the year ending December 31st, 1927, as compared with 
1926. As was explained yesterday the floods which occurred in November of 
last year necessitated the Central Vermont’ being placed in the hands of a 
receiver. 

Hon. Mr. Dunnine: This was for the period when it was under operation 
by the Canadian National Railways? 

Mr. Henry: Yes; well, really up to December 12th. 

Hon. Mr. Ee Mr. Henry, this statement does not make it clear that 


it is only for a ten months’ period. 


Mr. Henry: It is for a twelve months’ period, Mr. Dunning. 

Hon. Mr. DunniING: Fon part of that time it was in the hands of a receiver. 

Mr. Henry: Only from the 12th of December. The flood occurred in 
Me yerher, but the operations were carried on by the Central Vermont until 
the 12th of December. 

Hon. Mr. Dun»ine: I think if you summarize the situation, that will be 
sufficient. 
; Mr. Henry: The operating revenue for 1927 was $8,504,642.16"as compared 
with $9,382,484.74. Actually those revenues are only for ten months because 


-of the floods which necessitated the diversion of through traffic. 


The operating expenses in 1927 were $7,858,175.39 as against $7,640,647.65 
the previous year. The tax accruals were $235,798.78, as against $225,675.45, 
leaving a railway operating income in 1927 of $409,646.41 as against $1,514,- 
756.97. Had the flood not occurred, we ‘were confident that the operations this 
year would have been an improvement over the previous year. 

‘The CHatrMAN: Does anybody wish to ask any further questions with 
regard to this? 

Hon. Mr. Stevens: I do not wish to ask any questions which will embarrass 


the railway in its present position, and I do not think this one will. What is 
_ the estimate of what it will cost to put this railway back into normal operation. 


Mr. Henry: Approximately $8,500,000. : 
_ Hon. Mr. Srrvens: That includes replacement and new construction? 
Mr. Henry: The operation may result 1 ima little deficit. in addition to that. 


_ This is reconstruction. 


~ Hon. Mr. Stevens: That is to be expected under the circumstances. 

Hon. Mr. Dunntne: That sum is provided for by receiver’s certificates 
under the receivership. 

Hon. Mr. Srevens: I understand that. When is it expected to get the road 


- Into operation again? 


_ Mr. Henry: Through service has been inaugurated but not to the extent 


_ we would wish. Probably in a month or two—about the 1st of June. 


Hon. Mr. Stevens: These operations are not included? 

Mr. Henry: No. 

Hon. Mr. Stevens: Nor are the operations for the eastern lines in the last 
half of last year? 

Hon. Mr. Dunnine: No. 


Hon. Mr. Srrvens: But the first half of last year of the eastern lines is 


included in the main statement? 
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Hon. Mr. Dunninc: Yes. From now on under the provisions of the Mari- 
time Freight Rates Act, the law arranges that the system shall not lose money 
as a system east of Levis. The operations of the Maritime Freight Rate Act 
means that, so that while the eastern lines are outside the system, the country oh 
takes care of that deficit so that there is no concealed deficit, so far as the system 
is concerned, but the separate statement which we went over yesterday is brought 
down in order to show clearly how that law is working in its business effect. | ‘ 

Hon. Mr. Srrvens: That was kept entirely separate from the main account- 
ing system of the company? 0 

Hon. Mr, DunNING: Yes, and it will be in the future. It could not be prior 
to the 1st of July last, when the Maritime Rights Act only came into effect on 
that date. There has been a little confliction in the accounting in making the 
comparisons, because of the six months’ break, but in the future it will be quite 
clear-cut that the system as a system will come up to Levis on an even basis, the 
State making up the deficits east of that point. 

Hon. Mr. Stevens: In the past, has the Central Vermont been shies: in 
that main statement? 

Mr. Henry: Only last year. 

Hon. Mr. Dunnine: It was brought into the income account? 

Hon. Mr. Stevens: 1927 is entirely outside of the main statement? 

Hon. Mr. Dunnine: Entirely out of the picture. 

Mr. McLean (Melfort): I notice this road did not quite carry itself last 
vear. Is it expected that it will in the future, when it is renovated and rebuilt? 

Hon. Mr. Dunnine: There is one point in connection with the Central ; 
Vermont which I know Sir Henry. (Thornton) would urge if he were here. As 
some members of the Committee will remember, I had some doubt personally . 
whether from a business point of view it was worth while keeping the Central 
Vermont. I must say that Sir Henry (Thornton) has convinced me that the - 
value of that road to the system as a whole is unquestionable. The earnings, 
by themselves, in no way reflect the value of it to the system, because traffic 
originating on our Grand Trunk Western Lines and destined to the American 
seaboard passed through Canada, giving revenue to our lines in Canada, and 
our outlet to the seaboard to which the freight was consigned by the owners, is * 
over this line, so there is an invisible contribution to the Canadian Syston ; 
which it would be very hard to measure in dollars and cents, 

Hon. Mr. Stevens: There are,no Dominion government advances to > this 
road? | 
Hon. Mr. Dunnine: No. There is this about it: of course, in so- far as 
the Canadian. National makes advances— 

Hon. Mr. Srrvens: I see an item here “ Interest on Dominion government 
advances ”’ 

Hon. ve Dunninc: This is a formal statement used in connection with the ae 
road generally. 

Hon. Mr. Stevens: It shows no interest in that. 
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Hon. Mr. Dunnina: No, there is none. , Si nt ; - 
Sir Eugene Fiser: But when this road is out of the sce will it be 
part and parcel of the Canadian National? he 


Hon. Mr. Dunnrne: It is bound to be a separ ately benteed page Tt fi. 
is wholly in the United States. me 

Sir Eugene Fiser: Will it be included in the future statements bf ne 
Canadian National? 7 


¥ 
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' Mr. Henry: That will depend upon the reorganization, General. 

- Hon. Mr. Dunnine: - I think we could say it.would be accounted in the 
general statement in one of two ways, either its operating results in growth, or 
the deficit or surplus, as the case may be, included, as it was last year, as part 


of the system generally. Mr. Hungerford tells me that the hope is to work out 


of the receivership in such a way as to make the relationship precisely the same 
as the Grand Trunk Western, which'is presently included in the accounts. 

Mr. Chairman, if there is nothing further on the Central Vermont, I think 
I should say for the Railways that we appreciate very much the manner in 
which the authorities of the State of Vermont have met us in connection with 
the operation of the line. I think the officers of the Company would desire 
this to be made known. | 

Mr. Harris: Before we leave this, have we a statement of the assets and 
liabilities of this road, in this statement? 

Mr. Henry: To December 3ist, 1927, no. We have it for 1926. The 


-yoad is in the hands of a receiver. 


Mr. Harris: Who owns the railroad now? 

Mr. Henry: The Court. 

Hon. Mr. Dunnine: The Court. of Vermont. We are, of course, the 
principal creditor. 

Mr. Harris: We stand in the position of being the principal creditor? 

Hon. Mr. DuNNiNnG: Yes. 

Mr. Harris: The matter is in the hands of the Court now, and it isa 
ee for the Court? 

Mr. Henry: Yes. 

_ Hon. Mr. Dunnine: Under the law of the State of Vermont. 

Mr. Harris: What is the’ Court? 

Hon. Mr. Dunninea@: It is a Federal Court we are using for the purpose. 

Mr. Harris: That is what I wanted to get at. 

The Cuamman: Sir Henry (Thornton) stated when here that it was the 


| expectation that it would be settled before long, and that the C.N.R. would be 


to all intents and purposes the owner, when they got through the receivership. 
The State officials are very, very favourable to the Canadian National Rail- 
_ ways. 

Mr. Harris: I understand it is a Federal Court. 

Hon. Mr. Dunnina: With regard to the receivership, it is a Federal 


- Court, but, with regard to the relationship of the Railway, it isa State matter. 


It is a State corporation. | 
Mr. Harris: Then the whole matter is in the hands of the State of 


Vermont? 


i 


Hon. Mr. Dunninc: No, the Federal Court, but the State of ~Vermont 
could make a great deal of: difficulty in connection with the reorganization, if 


-. the State authorities were not favourable to Canadian National ownership and 
operation of their line. It is a State charter, in the first place, but the actual 


receivership is being carried on under a Federal Court, not under a State Court. 
There was a minority interest, you will remember, when we received it in 
previous years, a minority stock interest. 

Mr. Harris: A State interest? 

Mr. Henry: No, a private interest. 

Mr. Harris: As I understand it now, the real ownership of the railroad 
is vested in the Federal Court? 
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Hon. Mr. Dunning: Until the receivership is over.: 


Mr. Harris: How long do you think it will be before the Canadian 


National, as principal creditor, will get back into the position of ownership? 


Mr. Henry: That is a ee of adjustment with the Court; I could not 


say. It might be three months, or it might be six months. 

Mr. Harris: Is it the view of the C.N.R. that it would be real good busi- 
ness to get back into ownership, and take their loss? 

Mr. Henry: Yes. 

Mr. Harris: What will be the probable loss? ‘ 

Mr. Henry: That cannot be ascertained until the receivership is dis- 
charged, Mr. Harris. It will depend upon the reorganization which results. 


way of ascertaining the real value of the ownership? 


of reproduction. I think it is in the vicinity of $22,000,000. 

Hon. Mr. Dunnina: That is, the Interstate Commerce Commission? 

Mr. Henry: That is the Interstate Commerce Commission’s valuation. 
a peeny in road and equipment is a little bit higher than that, $23,000,000, 
TL think 

Mr. Harris: It will be a good deal higher by the time it is- rehabilitated. 

Mr. Henry: That is a question of whether -this Ran a is an 
operating charge or not. 

Mr. Harris: Of course you have no statement of assets ae liabilities? 


Mr. Henry: Not up to the 31st of December, 1927, but for 1926 I can — 


give it to you. : ’ 
Mr. Harris: Have you sinking funds to take care of depreciation and so 

forth? 1 ! 

Mr. Henry: ‘They had for a certain amount of depreciation. 

Mr. Harris: What proportion? 


Mr. Henry: The accrued depreciation as of December 31, 1926, was © 


approximately $1,000,000. 
Mr. Harris: ‘Chat was not very much? 
Mr. Henry: That was largely a depreciation reserve set up on count 
of Equipment. i aie 
Mr. Harris: It would not be on fixed assets at all? 
Mr. Henry: There is only $200,000 odd for roadway accounts. 


Mr. Harris: What would the policy of the C.N.R. be with regard - 
replacements; would they all be listed in their balance apeys as assets, or would 
any proportion go in as replacements? 

Mr. Henry: Well, in that regard, so far as the Central Vermont is, con- 
cerned, we are obligated to keep our accounts in a certain way. I suppose it is 
the Interstate Commerce Commission regulations that would govern. 


Mr. Harris: They would govern in the operations in Canada? + 


\ 


Mr. Henry: No. Well, we have a similar system of accounts ; generally 


speaking they follow the same line. 


Mr. Harris: In the final analysis, these betterments will go into capital: 


account? 


Mr. Henry: In so far as we are able to convince the Interstate, Commeree 
Commission that they are capital accounts. — 


Mr. Harris: Who decides that? 


Mr. Harris: The road has been in operation a long time; have you any © 


Mr. Henry: The only thing J can say in that regard is what the Inter- 
state Commerce Commission have placed on it from the standpoint of the cosy 


hy 


~ 


, 
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Mr. Henry: That is the Accounting Officer of the Central Vermont Rail- . 
way, or whatever it is called when it comes out of the receivership. . 

Mr. Harris: Would you care to express an opinion as to the efficiency 
with which the C.N.R. so far has been able to convince the Interstate Commerce 
Commission and also.the lke body here in Canada that certain renewals, 
replacements and betterments should go into Capital Account? 

Mr. Henry: In the United States, the Interstate Commerce Commission 
is fairly rigid; they review them, they send their Inspectors around to review 
the Divisions. They have to do that because of the provisions of the- Trans- 
portation Act. ‘But in Canada there is no such body, and therefore it is largely 
a question of an interpretation of the general rules ele hatte the accounting 


est oat 


Mr. Harris: Have you any view of that interpretation by the Dominion 
“Government at all? 

Mr. Henry: The Dominion Bureau of Statistics have a classification of 
accounts which corresponds in the main with those issued by the Interstate 
Commerce Commission. 

Mr. Harris: They have no authority to see that their classification is car- 
ried out? | 

Mr. Cooper: It is governed by the Railway Commission. They have 
issued road and equipment specifications, which we have to adopt and carry 
out. 

Mr. Henry: But Mr. Harris means the poheing of it afterwards. 

Mr. Cooprr: We return to them. They do not go around and check it 
over. 

Hon. Mr. Dunnine: But your Auditors, I presume, check you up, as 
against the regulations? 

_ Mr. Cooprr: These are regulations to specify the expenditures correctly, 
and in addition our accounts are certified by outside auditors, chartered 
accountants. ; 

Sir Eugene Fiser: There is no departmental audit, as far as the Depart- 
merit of Railways is concerned? 

Hon. Mr. Dunnine: No. There is an independent audit, and the certifi- 
cate is here. Of course the Bureau of Statistics has the same right to enforce 
their standards. | | 

Hon. Mr. Stevens: Would there be any objection, Mr. Chairman, to 
having the investments in the Central Vermont as set forth in this statement 
at page 34, put into the record at this pomt? They are here, and are public. 

Hon. Mr. Dunnine: Not at all. 

Hon. Mr. Stevens: That is not any embarrassment, is it? 

Hon. Mr. Dunnine: Not at all. | 


(Statement follows) : 
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A/C 706—-INVESTMENTS IN AFFILIATED COMPANIES 


eee own- Boas Art cab 
ompan Amount ed by oo BNE tS: 4 
Ne cat outstanding Can. Nat. Value \ shina 
System bra eh 
$3) “ets: STUN 6 io 3» + cts. 

“*A’’_Stocks— 

Atlantic and St. Lawrence Rail Road Company......... 5,484,000 00 224 33 

The Belt Railway Company of Chicago................ 3,120,000 00 240,000 00 

Central Vermont Railway Company. . ......1 8,000,000 00} 2,191,100 00 ‘) 

Chicago & Western Indiana Railroad Company... SAME ReA NS RC 5,000,000 00} 1,000,000 00 fi 

The Detroit and Toledo Shore Line Railroad Company. 1,428,000 00 714,000 00 

The Ontario Car Ferry Company (Limited)............ 500,000 00 250,000 00 

The Toronto Terminals Railway Company.... : US 50,000 00 25,000 00 

The Toledo Terminal Railroad Company...............| 4,000,000 00 387,200 00 

Detroit Terminal Railroad Company........0.......65. 2,000,000 00) 1,000,000 00 

Canadian Government Merchant Marine, Limited...... 460,900 00 900 00 j 


25,042,900 00| 5,808,424 33} 1,516,785 91 
**B’’—Bonps— Ni 
Atlantic and St. Lawrence Rail Road Company......... 3,000,000 00} 3,000,000 00 
Central Vermont Railway Company 5% Gold Bonds. ..| 12,838,300 00}, 4,229,300. 00 
Chicago & Western Tndiana Railroad Consolidated Bonds 49. 298,666 67} 2,187,000 00 
The Detroit and Toledo Shore Line R.R. Co. First 
Mortgage Bondsie iis soe sot ee ee es ees 3,000,000 00 587,000 00 
The Muskegon Railway & Navigation Co. First Mort- 
pare Gold Bond sega Oe aI 571,200 00 55,300 00 
The Toledo Terminal Railroad Company.. a 5, 241,000 00 137,000 0 
The Toronto Terminals Railway Co. 5% First Mortgage 
Bonds. RUS cue dad I IN Sc ee re PO arnt Ve Ee UR 12,582,100 00} 6,291,100 00 
, /| 
86,531,266 67} 16,486,700 00] 16,456,591 80 
POP IE GE bs Avner s Pmeeed MMR i hi) PAS he 
‘ »’— Nores— ~ 


Central Vermont. Railway Company hyohex wih ticle eeke ld aioe eek tale amelie a lie Uiecr. eaaninaaes 8,041,905 52 
“D”—ApVANCES— 
Canadian Government: Merchant Marine, Limited. ....)4 20.0. 00 p 20 ee 
Central’ Vermont, Railway Compary oe ee Oa Cab Soa OWA OP Sa ee ea 
Chicago &: Western Indiana: Railroad Company. 04: “io eh Poel ea ee 
The Muskegon Railway and Navigation: Companys... el. oc. cae Pa ee 


565,760 57 
12,850,343 15 

638,114 66 } 

44,084 78 


14,098,303 16 


‘Total Balance Sheet) Age NOs 7062 iyi << Gabe oe ene  cis oe ge eh en eS a 40, 113,586 39 


Hon. Mr. Strrvens: It might be well to complete the record ‘with regard : 
to the Central Vermont. I want to ask a question, which Mr. Henry can answer 
and clear up. On page 34 of the Canadian National Railways Report for 1927, 
the heading is “Investments in Athliated Companies; (a) Stocks.” Then there 
is an item, “Central Vermont Railway Company, amount outstanding $3,000,000, © 
amount owned by the. C.N.R. System $2,191,000. Now, do I understand that eV: 
that is ordinary stock of the Railway? Ks 


Mr. Henry: That is the control which the C. a R. exercised over the Cantal 
Vermont prior to the receivership. 

Hon. Mr. Stevens: That is the ownership of stock? 

Mr. Henry: That is the stock ownership. 


Hon. Mr. Stevens: Next we have under bonds, Central Verneee Railway. | 
5 Per Cent Gold Bonds, amount outstanding $12,838,000; owned by the C.N.R. i 
$4,229 300? ne xs 

Mr. Henry: That is correct. | mM care 

Hon. Mr. Strvens: Might I ask this; there is 412,000,000 outstading. Do a 
I cand se that the $4,229,000 is held in the treasury of the C.N.R, as" an/ a) 
asse 

Mr. Henry: 


That is right. 
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Hon. Mr. Stevens: Farther down, under, (c) we have an item, Notes, 
Central Vermont Railway, $8,041,905. Does that mean advances to the ‘Central 
Vermont Railway? 

Mr. Henry: That means advances to the Cenieal Vermont Railway, for 
which-notes were received. 

Hon. Mr. Stevens: Secured by notes of the Central Vermont? 

Mr. Henry: Yes. 

Hon. Mr. Stevens: And held in the treasury of the Canadian National? 

Mr. Henry: Held in the treasury of the C.N.R. 

Hon. Mr. Stevens: Let me go a step farther. 
> Mr. Henry: Under (c) I think that relates to the Southern New England, 
does it not, Mr. Cooper? | 

Mr. Coorrmr: Yes. 

_ Hon. Mr. Srevens: I did not get that. 

Mr. Henry: That relates to advances on the Southern New England and 
in turn advances to the Central Vermont. 

Hon. Mr. Stevens: But it is all in the receivership? 

Mr. Henry: Yes. | 

Hon. Mr. Stevens: ‘Then under (d) we have, Advances to Central Vermont 
Railway Company $12,850,343. 

Mr. Henry: ‘Those are advances made by the C.N.R. and the old Grand 
Trunk Railway from time to time to the Central Vermont proper, for other 
purposes than the Southern New England. 

Hon. Mr. Sreyens: Let me ask this; does the $12,850,000 and the $8,000,000, 
agi $20,850,000, represent loans or advances to the Central Vermont Rail- 
wa 
Pe. Henry: That is correct. 

Hon. Mr. Dunnine: Much of that, Mr. Stevens, occurred before the 
Canadian National came in. 

Hon. Mr. Stevens: 1 am not asking this in a spirit of criticism; I only 
desire to get the facts. | : 

_ Hon. Mr. Dunnine: I just want to get the picture clearly before the Com- 
mittee. | This goes back to the days of the old Grand Trunk, before the days of 
. the Canadian National. 


‘Hon. Mr. Stevens: Then there are une Central Vermont bonds. Those 
bonds represent advances as well? 
Mr. Henry: Well, they were bonds which the old Grand Trunk had 
acquired, and exchanged for advances, for betterments and so on. 
Hon. Mr. Strvens: Roughly, the investment would be $25,000,000? 
Mr. Henry: Yes, $26,000 000 ; it is nearly $27,000,000, a little over 
$27,000,000, with the stock. 
‘Mr. Cooper: That is, taking all the stock. 
“Hon. Mr. Stevens: I left the stock out. 
Hon. Mr. Dunnine: I am willing to put it in. 
Hon. Mr. STEVENS: | _ There is $25,000,000, represented in bonds, notes and 
advances?’ 
Mr. Henry: That is right. 
Hon. Mr. Stevens: And $2,191,000 of stock? 
_, Mr. Henry: That is correct. 


Hon. Mr. Srevens: That represents the total investment in the Central 


Vermont. | ) | 
f ¥ 
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Mr. Henry: Yes. 
Mr. Jenkins: Are those 5 phe cent Gold Bonds in the hands of the stock 


holders? 
Mr. Henry: The balance. 


Mr. Jenkins: These people would only realize a fraction? 

Mr. Henry: Well, they are guaranteed by the Grand Trunk Reilway 
Company of Canada. | 

Mr. Jenkins: Those bonds would bear 5 per cent? 

Mr. Henry: They would bear 5 per cent. 

Mr. Jenxins: And they will continue to do so? 

Mr. Henry: It depends upon the outcome of the receivership. 

Mr. Jenkins: Is the whole $12,800,000 guaranteed? ~ 


Mr. .Henry: Oh, ves. , 


Hon. Mr. Stevens: ‘That involves the contingent liability of an additional — 


$8,000,000? 

Mr. Henry: They are being taken up, as a matter of fact. 

Hon. Mr. Stevens: That would mean $33,000,000? 

Mr. Henry: That would mean $33,000,000, yes. 

Hon. Mr. Stevens: And’ $2,000,000 worth of stock? 

Mr. Coorer: The $2,000,000 of stock does not represent a cash investment. 

Hon. Mr. Stevens: That is the reason I did not include them in the 
summary I was making. hi 

Mr. Jevuirr: Are the notes and advances secured in any way? 

Mr. Henry: They are secured merely by notes of the Central Vermont; 
there is no collateral, other than the Central Vermont notes. 

Hon. Mr. Dunnine: It strengthens our position before the court. 

Mr. McLean (Melfort): What is the total estimated value of the road 
now, $22,000,000, did you say? 

Mr. Henry: I said that the investment in road and equipment was 
$23,000,000. 

Mr. McLran (Melfort): Some of that Sane be dissipated by the flood, 
I suppose? 

Mr. Henry: Yes. 


s 


Hon. Mr. Dunnine: That is an important point, Mr. Stevens. I was 


just trying to get it straightened out, before I: put the question, but perhaps I 
can get it straighter by putting the question. Mr. Henry, the Central Vermont 
system was improving year by year in its financial showing? 
Mr. Henry: ‘There is no question of that. 
Hon. Mr. Dunning: I remember that Sir Henry indicated that there was. 
a likelihood of the Central Vermont carrying itself during last year, 1927. Will. 
you explain to the Committee just what was meant by that? 


/ 


t 


~) 


Mr. Henry: That means that it would have paid the interest chesrea | 


and all advances made by the Canadian National Railway, except that $8,000,000 
made on behalf of the Southern New England. The arrangement there, made 
by the old Grand Trunk, was that that should not pay interest until the Southern 
New England was in operation and earning interest. 

Mr. Durr: Did the C.N.R. pay cash for that $4,429,000 of bonds, or were 
they additional assets taken over when you acquired the Grand Trunk? 


7 
Mr. Henry: There were certain four per cent securities in the Hafikem of 


the old Grand Trunk, totalling about the same amount, and they were offered © 


RAILWAYS AND SHIPPING 71 


for exchange in 1920. They represented advances which the Grand Trunk had 


made from time to time, for betterments to pone proprety rather than 


anything else. 
Mr. Durr: I am trying to find out if it 1s abtually cash advanced by the 


C.N.R., or if it was part of the assets taken over from the Grand Trunk? 


Mr. Henry: It was part of the assets taken over. 
Mr. Durr: ‘It is. not cash advances? 


Mr. Henry: $4,000,000 is not cash advanced, but represents first mort- 
gage bonds held in the Treasury, for which the old Grand Trunk paid cash. 


» Mr. Durr: When you bought the Grand Trunk did you have to pay 


. $4,000,000 for those bonds? 


Mr. Henry: They were simply in the’ general assets. 
Mr. Durr: You did-not pay cash for them? 
Mr. Henry: The Government acquired the stock of the Grand Trunk, 
and inherited all the assets and liabilities. 
Mr. Jevuirr: It showed your. interest_in the road, anyway ! 
IVT ENRY: Yes. ? 


Hon. Mr. Dunnrne: There is no doubt that the condition of the Central 
Vermont, under Canadian National management, has improved as compared 
with the old days of Grand Trunk management. 


Hon. Mr. Stevens: It seems to be steadily improving. 
Hon. Mr.’ DuNNING: Yes. 


‘Mr. Henry: The investment I gave here does not represent all the assets 
of the Central Vermont; it has a transportation company as well. 

Mr. Harris: I would like to get a statement of the assets and liabilities, 
if possible. 

Mr. Henry: Could we give them, as of the date of the receivership? 

Mr. Cooper: No, you would have to ask the court for them. 

Mr. Henry: We would have'to apply to the court for that, Mr. Harris. 

Hon. Mr: DunninG: We-have the statement for the 1926 assets and 
liabilities. 

Mr. Harris: I was just following Mr. Henry’s statement. ; 


Mr. Henry: We could easily put that on the record. I have the repori 
as of December 31st, 1926. 


Mr. Harris: The remarks you made are based on that particular state- 


ment? 


Mr. Henry: No, the remarks that have been made with respect to the 
Canadian National investment, have been made from our report which has 
been filed. | 

Mr. Harris: I do not see how you are able to give us an income state- 
ment, and, at’ the sametime, you are not able to give us a statement of the 
assets and liabilities? 

Mr. Henry: The reason for that is Myeonies the books are in the custody 
of the court. ( 

Mr. Harris: They were in the custody of the court before this was made 
out. 


Mr. Henry: We had those figures. 
_ Mr. Harris: You must have the others? 
Mr. Henry: No. * 


a. 
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Mr. Harris: How is it that you have this and you have not ie assets ery 
and liabilities? Re 

Mr. Henry: The assets and liabilities are a different thing, Mr. Harris. 

Mr. Harris: It is the same set of books? as 

Mr. Henry: It is the same set of books, but the ioe relabtonenay| wih te 
existed between ourselves and the Central Vermont was such that they tur- 
nished us with a monthly income account; they did not furnish us with monthly 
balance sheets. 

Mr. Harris: This is not a monthly statement, it covers a six months 
period, | 

Mr. Henry: That is a result of the monthly situation. 4 

Mr. Harris: We have no statement of the assets and liabilities of ie ue 
Central: Vermont Railway, except that one for the period ending Decombes a at 
31st, 1926, is that right? ae 

Mr. Henry: We could produce one by sing to the court and pene: ie 
as of the date of the receivership. 


Mr, Harris:, You have none in your possession at the present firnes 

Mr. Henry: No. | sg 

Mr. McLean (Melfort): Was it not due to the change in the assets and | 
lhabilities of the road that it was handed to the receiver? : 

Mr. Henry: The reason it went into the hands of the receiver was” 
because of the necessity of raising $3,000,000 to rehabilitate the road. 

Mr. McLean (Melfort) : - To repair the damage done to the assets, and 
provide for an increase in the liabilities? | 


Mr. Henry: To repair the damage done to the roadway a Nea it to 
operate at-all. There were ninety miles:of road which were absolutely washed 
out. x Reel 

Mr. McLean (Melfort): Would that not affect your assets? 


Mr. Hunry: Whenever receivers’ certificates are issued, either for this cost 
of rehabilitation, or for the operating deficits which result during the receiver- 
ship, they will have to be a prior charge, and will have to be taken care of 
before the interest of the National Railways. Naturally, when it emerges, it 
will have some portion of this additional charge on it. 


Mr. Harris: On what statement was the road put into receivership? Thee 
must have been a statement which was the basis of ordering the receivership? _ a 


Mr. Henry: I think it was done by the National Railways applying ty the 
court, it being the largest investor. 


Mr. Harris: They must have had a statement before them. 


Mr. Henry: Oh, yes, they had a statement of the amount of money required 
to put it into shape. eae 


Mr. Harris: This is not the statement? 


Mr. Henry: No, that is the income account: it represents the chat of : 
operation. a : 


, 


i 


Pate 


Mr. Harrrs: I do not want to embarrass the railway in any way, but i Is it 2 
possible that we could have the benefit of the statement on which you based 
your judgment that it should go into receivership; you being the Bae 
creditor? ik 


Mr. Henry: I think we have it, but I do not happen to have it with me to- ; 
day. Ido not think there would be any objection to- ee crntce that. ’ 


\ 
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Mr. Harris: I do not feel that the Committee has any real information. 


_ They have this, but it has nothing to do with the receivership, or nothing to do 


with the standing of the Central Vermont Railway. 
The CHAIRMAN: The first day Sir Henry was here he gave us & ee ferient 


that the reason for asking that it go into receivership was that the Canadian 


National did not feel disposed to spend all of this money on re- establishment, 
and let the minority shareholders have the benefit of it. 

Mr. Harris: I quite appreciate that, but it would be better if the Committee 
had the statement on which he based his judgment. 

Mr. Henry: That was largely, Mr. Harris, an estimate of the amount of 
money involved to rehabilitate it, which estimate resulted from an inspection 
made by our officers following the flood. 

Mr. Harris: Perhaps the Committee is satisfied to take Sir Henry’s judg- 


ment, but, at the same time, they would like to see the facts on which it is 


based. 

Hon. Mr. Dunnina: There is one way in which we could possibly arrive 
at that;..we could take the 1926 balance sheet; and we know that there requires 
to be added, in the form of expenditures, $3, 500, 000. 

Mr. Harris: We do not seem to be able to get information on the gap in 
there, between 1926 and the time the C.N.R. made up their mind it was good 
business for this road to go into the hands of a receiver. If it is not in the 
interest of the railway to give that information, as to the statement of assets 
and liabilities, and they object to it being given, I do not want it. If there is 
no reason why it could not be given, I do not see why the Committee should not 
have it. 

Hoe. Mr. Dunnino: There is a way in which we can arrive at an approxi- 
mation, at any rate, of the assets and liabilities. We have before us the 1926 
statement of the assets and habilities; we know that the receiver is now expend- 
ing money, and we know, because of our interest in the property, the approximate 
total of the money which is being invested in the property to replace what 


‘was destroyed by the flood. There is unquestionably an addition to the 


liabilities, as it now stands in Cpe ere, of $3,500,000, over the liabilities at 
the: end of 1926. 

Mr. Henry: Plus the operating deficits. 

Hon. Mr. Dunnine: If the Committee could do anything about that, I 


do not know of any reason why any information should not be given to the 


Committee. If there is such a thing as a balance sheet up to the time it went 


into receivership, I know of no reason why it should not be produced. 


Mr. Henry: We can produce one, Mr. Dunning. 

Hon. Mr. Stevens: I do not see any objection to it. JI think you are a 
little unkind to the Central Vermont, in your summary, because out of this 
three or four million dollars to repair the damage of the flood, a certain portion 
of it would undoubtedly have an added benefit to the road, which would mean 
a partial increase in the assets, as well as a total increase in the liabilities. 

‘Hon. Mr. Dunnine: Sir Henry admitted that in his first statement with 
regard to this matter. 

Hon. Mr. Srevens: It cannot be ascertained until the improvements are 
completed, and the expenditures made, just what the effect will be? 

Mr. Henry: That will not be known until the receivership is discharged. 

Hon. Mr. Stevens: In the meantime, it does seem to me that Mr. Harris’ 
request is not unreasonable. That is, a statement of the assets-and liabilities, 
at the time of the receivership, should ‘be given. May I say this, Mr. Chairman, 
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and I have been hesitating very much to ask the question, that I think your own 

statement bears out the fact that there is nothing to be gained by any secrecy 

here. = 
Hon. Mr. Dunnine: Not at all, especially. with respect, to the accounts. 


Hon. Mr. Stevens: You have published this, and the whole world has ih 
and you may rest assured that it-is carefully analyzed by anyone interested. | 
The upshot of it is that the Canadian National Railways is, by long odds, the — 
main creditor of this road, and the equity of the minority shareholders only 
amounts to nothing minus something. 

Hon. Mr. Dunninea: There are the bondholders as well. 

Hon. Mr. STEVENS: Of course, that } is a different thing. You are responsible 
for the bonds? 

Hon. Mr. Dunnine: There is no possibility of embarrassment to the receiver- 
ship, as I see it, in discussing anything which is in these accounts. There is. 
only one thing to bear in mind, and that is that the minority stockholders are 
all citizens of the United States, and: citizens of the State of Vermont. 


Sir Eucrenr Fiser: How would you propose to raise the money to pay for 
whatever deficit may exist, that $3,000,000 that you mentioned? Do you 
propose to issue new bonds, and guarantee the bonds, or do you propose that the 
Government should vote it yearly, and treat the Central Vermont in the same 
manner as you are treating the Eastern section of the National? 


Hon. Mr. Dunnina: They. are not going to do that; whatever Hane that 
will not be done. Any reorganization will have to wait. on the outcome of the 
receivership, there is no question about that. Until the court determines just 
who is who, and what is what in the matter of claims of creditors, there cannot 
be any definite statement made as to where we might go from there. We have 
every assurance, from the manner in-which the court proceedings -have gone | 
so far, that there is a disposition on the part of the American courts to treat 
the Canadian National’s interests-in the property very fairly. That is not 
saying too much, is it, Mr. Hungerford? 


Mr. Huncerrorp: That is the situation. 


The CHatRMAN: Have you any further questions on the Central Vermont? 
If not, we will go on with the rest of the accounts. We will take up Expendi- 
tures, less Retirements, during the year 1927, applicable to investment in road 
and equipment. This appears on page No. 21. You will notice that we have 
both the Eastern lines and the Canadian National; they are tabulated together, : 
although they are separated. 


Mr. Henry: The first item is “ Engineering ’”— 


_ Mr. Harris: Mr. Chairman, before we go into that, is it possible for us to 
get a little more definite statement with regard to the authority upon which > 
certain items go into investment in road and equipment, and how that authority 
is reviewed afterwards? I-understand the authority comes from the manage- — 
ment of the C.N.R., but is there any review of that authority by anybody 1B 
Canada who has the authority to act? 25 


Mr. Henry: I do not think so. 
Mr. Cooper: The auditors of the Department of Railways and Canals 
examine our charges to Capital accounts. 


| Mr. Harris: Have you found in your experience, say, in the last year that 
they recommended that some of these items you have charged here to road and 
equipment should perhaps be charged to expenditures or retirements? 


Mr. Cooper: No, I do not think they would have any grounds for suggesting 
that. I think our accounts are correct, 


ene 
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“Mr. Harris: I Scie appreciate that you are 100 per cent efficient, but we 
are not all infallible. Have you had any instance where the auditors’ have 
found it necessary to question your charges to road and equipment? 


~ Mr. Coorrr: No, I would say not. I would say, though, that they from a 


time to time ask us as to the basis for the division between operating and 
capital. 

Mr. Harris: And the answer you give them is final, as far as they ay 
concerned? In other words, you become almost a law unto yourselves? 

Mr. Coorrr: I would say this: if they go over our work in that way 
they would need a staff almost as big as we have. 

Mr. Harris: Perhaps you could tell us how the Inter-State Commerce 
Commission does it? 

Mr. Coorrr: The Inter-State Commerce Commission does not— 

Mr. Harris: We had the statement a while ago that their inspectors did. 

Mr. Coorer: I was going to make an exception to that. Except for 
special investigations it is not the practice of the Inter-State Commerce Com- 
mission to police the charges to capital account. They hold the railways 
severely accountable for carrying out their instruction and provide severe 
penalties for failures. 

Mr. Harris: But not in this country? 

Mr. Coorrr: I do not know of any penalties in this country. 

Mr. Harris: The matter is entirely within the hands of the management 
of the C.N.R., within reason, as to where you will place these costs, whether 
they go into road and equipment, or into capital charges. 

Mr. Coopmr: Yes. We have independent auditors, who are also respons- 
ible for the checking of our distribution— 

Mr. Harris: I quite appreciate that they di not go beyond that. 

Mr. Cooper: Yes, they do. 

Mr. Hares: How far? 

Mr. Cooper: I would say, to a very great extent. They check us up and 
take exception to some of our distributions, and we have to agree between us 
as to what is the correct distribution. 

‘Mr. Harris: Would you enlarge on that a als farther, and enlarge the > 
point you raised some time ago about the Railway Commission having some 
say in the matter? : 

Mr. Cooper: I do not just gather that question. 


Mr. Harris: I raised the same question earlier to-day. Somebody said 
that the Railway Commission had some review in this matter. 
Mr. Cooper: No. The accounting regulations governing the charges to 


investment account were issued by the Board of Railway Commissioners of 
Canada. 


4 


_. ‘Mr. Harris: And your auditors work under those regulations? 


Mr. Cooprr: Yes, absolutely. 
Hon. Mr. Dunnine: Are those regulations placed in the hands of the 


2 outside, independent auditors? 


Mr. Cooper: Yes, they are just as cognizant of them as we are. 


Hon. Mr. Dunnine: It is part of their duties to audit your compliance 
with these regulations? | 


Mr. Cooper: Yes sir, and they certify here that those accounts are cor- 
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Mr. Brett (Deputy Minister): Mr. Cooper, if you would explain the — 
relationship between the American Railway Accounting Officers Association — 


and the Commission in classifying these accounts, and working out these dis- Bi: 


putes, it might clear up something which Mr. Harris wants to know. Ey 

Mr. Coorrr: The classification of investment-accounts as prescribed by 
the Commission was drawn up after consultation with a committee of the Rail- 
way Accounting Officers Association. All of the Classified roads in the United’ 
States are members of the Railway Accounting Officers Association. The classi- 
fication, before adoption by the Inter-State Commerce Commission, was dis- 
cussed with the Railway Accounting Officers, and it is the concensus of their — 
opinion that this classification is the proper classification to adopt. From time — 
to time the Railway people do suggest revisions of that classification, and they 
are discussed by the Association and recommended to the Commission, and if 
agreed to by the Commission are made parts of the classification. 

Mr. Bett (Deputy Minister): As a matter of fact, no change is made 
without referring’ it to the Accounting Association to get their opinion and 
the opinion of the leading accounting officers from one end of the country to 
the other. ~ pie. 
Mr. Cooprr: They always get the opinicns, but they do not always follow 
them. ; 

Hon. Mr. Dunning: When you say “accounting officers’ you mean the — 
accounting officers in Canada or in Canada and the United States? 

Mr. Cooper: Both. eo ij 

Mr. Bett (Deputy Minister): All the leading railways are-members of 


that. I might say, Mr. Harris—I do not know what it will be worth—that our ~ 


classification of accounts as between operating and investment is as correct 
as it is possible for railway accounts to be made. You understand, that is only 
my personal opinion. ! Mes ‘ 

Mr. Harris: Over what period of years? 

Mr. Cooper: We are talking about the present year, 1927, but my experi- 
a goes back to the commencement of the Canadian National Railway 
“system. 

Mr. Harris: I do not want to divert from this argument, Mr. Chairman, 
but I want to make this one observation, that the increase in the capital assets 
as shown by this statement is certainly rather out of proportion to the real 


‘ 


value of the railway as it stands to-day. - 

Hon. Mr. Dunnine: Mr. Chairman, that is rather important. If that is — 
so, I think we should have it demonstrated and have the officers examined on 
that point. If there is an inflation of the capital account, I think it is the — 
most important thing that could come before this Committee. (To Mr. Harris.) 
I think you had better proceed on that. I, for one, want to know if that is the 
case. 

Mr. Harris: I would ask if Mr. Cooper, along the same accounting system, 
could not enlarge on that and give us some idea of what sort of sinking fund 
or reserve is built up in this regard, to take care of the depreciation of rolling 
stock which is in the capital asset account. ee 
_ Mr. Cooper: That has nothing to do with the public charges to the — 
investment charges themselves. That is another part of the balance sheet 
altogether. , ae 

_Mr. Harris: I appreciate that, but the Minister seems to be anxious to 
review that part of it. It hag nothing to do with page 21. _ . : 
_ Mr. Henry: Mr. Harris, this general statement may be taken ag represent- 
Ing the point you raised last. The Canadian National Railways, except on _ 
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those lines operated in the United States, do not. set up any depreciation or 
‘retirement reserve either with respect to roadway or equipment. What it does 
do is to charge to the current year’s operations the cost of retiring those units 
which go out of service during that year, and in cases where there is a part 
retirement and a part betterment, the rules which-the accounting classification 
provides as to that distribution are used to determine the amount to be charged 
to capital and maintenance, as the case may be. With respect to the United 
States lines the I.C.C. classification makes it compulsory for the railways to 
charge to their accounts each year an amount representing depreciation on 
equipment. It does not-make it mandatory, but allows them to do that if they 
want to—to charge to their account depreciation upon their road items. 

Mr. Hares: Under our system here, we do hot do that? 

Mr. Henry: We do not do it, no. 


Mr. Harris: Would it be safe to say that the original cost of that particu- 
lar asset would be found in the total assets of the railways? 
_ Mr. Cooper: No, it is written off. As a unit of equipment is retired it is 
written off. 
Mr. Harris: The unit of equipment purchased and put into operation is 
included i in the assets? 
’ Mr. Henry: Yes. 


Mr. Harris: But, we will say, it is operated for a year and its depreciation 
is thus and so:-there is no fund on the other side of the books to take care gt 
the depreciation for the year gone by. 


Mr. Henry: It is a question whether in a large institution such as a 

railway, covering thousands of miles and thousands of items— 
Mr. Harris: I appreciate that. I do not’ say for a moment that we should 
do thus and so. I want to bring out this particular point as it strikes me. You 
put this piece of rolling stock, which is really an asset, on the road, and then 
you retire it and put in some new elements on the road, and you operate them 
for a year. They stand on the books at 100 per cent of what they cost. Now, 
you start in and operate them for a second year, but you have no sinking fund 
to take care of the depreciation for the first ‘year, and so at the end of the 
second year they stand on the books at their original cost. 

Mr. Henry: It is just a question whether in the operation of a large 
company such as a railway company extending over thousands of miles, it 
really makes very much difference over a period. The reason for that is this: 
that whilst it is true that proportion of the life of the various elements used | 
is exhausted each year, it is equally true that there is charged to the expenses 


of that year, in respect to this item which was retired, the entire life, so that 


even if you had a sinking fund reserve over a long period, it is questionable 
whether it would make very much difference. In a specific year it probably 
Would. + 60 : 

Mr. Harris: I would like to follow this a little further. During the last, 
we will say, five years the Canadian National railway has found it necessary 
to rehabilitate to a very large extent the different parts of the system. That is 
correct? | 

Mr. Henry: That is correct. 


Mr. Harris: In the rehabilitation it has been found necessary to retire 
some units which were not of very much value and ‘buy quite a number of other 


elements which were quite costly? 


Mr. Henry: That is correct. 
Mr. Harris: Those units to-day are in operation and stand on the books 


_ of the railway at 100 per cent of their cost? 


/ 
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Mr. Henry: At their cost. That is, provided they were new units and did 
~ not involve a retirement at that time. If they did, they Svan! in the books at the 
difference. 


Mr. Harris: The system of keeping the records is such that no depreci- 
ation or sinking fund is available when you find it necessary to retire this 


particular element? : 
Mr. Henry: Except with respect to the U.S. lines, that is correct. 


Mr. Harris: Then, if we found it necessary to-day to liquidate these - 


assets, we would at the same time find it necessary to take a considerable loss 
in depreciation and sinking fund, even if we got 100 per cent of their to-day’s 
value. 

Mr. Henry: That is a question. It depends on how you were going to 
liquidate them. 


Mr. Harris: I can quite appreciate that over a nagiod of fifty years, -“prob- ie 


ably your theory would be quite sound, but inasmuch as this road is newly 
rehabilitated and very large expenditures have been made to put it on a 
proper basis, the position during the early years is such that the capital assets 
of the company are away in excess of the real value of those assets. 


Mr. Henry: The capital assets are away in excess of the real assets? 


There is one thing which has to be taken into consideration, of course, in making 
that statement and that is that quite apart from any depreciation which may 
exist, it is a fact that the cost of some_of the elements which went into the 


property, say, between the period from 1920 to 1923, is a great deal higher than 


at that time— 
Mr. Harris: I quite appreciate there is an appreciation. 
Mr. Henry: ‘That in itself might be a rather serious matter: 
Mr. Harris: —That is getting away from the main point. 
Mr. Henry: But I think it is probably a reasonable statement to make, 


and one which is based upon the experience of the railroads in the United States | 


and Canada over a period of years, that is impossible to keep a railway in a 
condition in excess of, say, 85 per cent of what it would cost to replace it now. 
There is probably that amount of accrued depreciation you would never be 
called upon to make good. 


Mr. Harris: My idea is that we are in this position to-day; we find our- — 


_ selves spending a lot of money on different elements necessary to rehabilitate 
all these lines. That money—-up to 100 per cent—is still listed’ in our assets 
with no depreciation or sinking fund. [Take a hypothetical case: if the life of 


this element was 10 years, we would find ourselves at the end of 10 years with 


this large investment of new elements to-day on our hands and find it necessary 
to retire them and replace them, so we would be in a position at.that time where 
we would again have to make very large capital commitments to replace the 
elements we have retired. ! 


Mr. Henry: Of course, what aid happen there, Mr. Harris, ‘oui be_ 


this: that the operating expenses under those conditions, provided we intended 


to keep the railway operating, would be heavier; that is, the amount you would — 


charge to current_operation to make good the lite at the high prices—which I 
presume is what you are speaking of —when exhausted would have to be charged 
to operating expenses, and, therefore, we would have a larger credit in the 


operating results of that year to apply to the purchase of the equipment we — 


intended to replace the retired material with. Avs an illustration of that, I might 
say that in 1927 the retirement feature amounted to approximately $14, 000, 000. 


Mr. Harris: And the betterments were how much? 
Mr..Henry: The betterments were $45,000,000. 


~ 


dh 
RAILWAYS AND SHIPPING FAs 

Mr. Harris: ie one year succeeded the other, you would find that your 
retirements features would be more and more. 

~ Mr. Henry: If the situation to which you refer exists to a large degree, 
it means that at some time in the future our operating expenses would be rela- 
tively higher than they are now. That is true. 

Mr. Harris: As one year succeeds the other the retirements, after we get 
the first use of all these new eee we have during the last five years, will 
be more and more. 

Mr. Henry: For Beene, if you put in ties for 100 miles this year, it 

- is improbable you would have to renew those-ties in that 100 miles inside of 
- six or seven*years, and naturally at that time your retiring feature on that 
particular section would be much higher, but at that time the charge would 
be an operating charge. 

: Mr. Harris: Mr. Henry, I imagine the railway has a fairly good idea of 
the life of the different elements which go to make up the whole railway system. 

If a sinking fund were arranged of ‘sufficient magnitude to reasonably take 
-eare of those elements when they were to be retired, and the difference in their 
value at retirement and the cost of replacement, would it not be a fact that we 
would find it necessary to vote more money than we are voting now to take 
care of that. depreciation. 

Mi HENRY. (lf you prosned upon the assumption that 1t was. proper 
practice in any one year to charge to the operations of that year the amount of 
exhaustive life due to these operations, it is probable your statement would be 
correct. 

Mr. Harris: Then taking it just at that point, it is probable your statement 
is correct— : : 

-Mr. Henry: Wait a minute— 

Hon. Mr. Dunnine: Only in so far as this amount would exceed the retire- 
- ments. | 
~ Mr. Cooprr: In-‘any case the bookkeeping charge for depreciation would 
not be voted. The government would not give us that in cash unless we were to 
invest it. It would not be necessary to vote any more money. 

Mr. Henry: It is just a question of opinion, Mr. Harris, as to whether or 
not it is good practice to assume a theoretical life— 

Mr. Harris: I'am not urging a practice at all. J just wanted to go into 
that-a‘ bit. Assuming that is reasonably correct then that particular amount of 
money which to-day we find in this in the assets— 

Mr. Henry: Of course, in setting up that depreciation, you would have to 
bear in mind that, due to the retirement which did take place in the year 1927, 
that amount would have to be deducted from whatever was set up. 

' Mr. Harris: “Oh, yes, I quite appreciate~that. 

Hon. Mr. Dunnine: What is the C.P.R’s practice in this connection? 

Mr. Henry: They do not set up a depreciation reserve. I believe that their 
‘practice is not to increase the capital account unless the units of equipment 
- are increased. - 

-- Mr. Harris: I just want to make one observation on the statement of the 
Minister. I think he realizes that the C.P.R. have not found it necessary to 
rehabilitate to the same degree as the C.N.R. with the result that the increase 
in their capital cost would not be so much during the last five years, as has been 
the case with the Canadian National Railways. Their affairs are running along 
a little more uniformly than ours. 

. Mr. Henry: The Canadian Pacific Railway were a few years in advance 
of the Canadian National Railways in establishing the permanency of a great 
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many of their structures. This was done at a lower basis of price thon ours, 4 
and, consequently, our capital expenditures during the past few years have “4 


been relatively higher, of necessity. ‘ 


Mr. Harris: The difference between these two Baeone i reflected in the Br 


increased statement of assets that we have in this statement? 

Mr. Henry: I did not catch that question? 

Mr. Harris: The situation is reflected in the statement of assets and 
liabilities? These betterments which we have found necessary to put in in the 
last five years are one hundred per cent in the statement of assets, whereas the 


actual value of them to-day is the difference between what they cost and how~ _ 


much of their value has been exhausted through use? That particular exhaus- 


tion is not represented in the balance sheet for the years to come, and we will © 


find it necessarv to take care of that? 


Mr. Henry: The capital expenditures count have been made in the last 


five years, and the retirement of which has not taken place during that time, 
have naturally exhausted a certain proportion of their life. To that extent, of 
course, the balance sheet does not reflect that loss of life, or loss of value. 

Mr. Harris: Inasmuch as it does not reflect that logs in life, and loss in 
value, and inasmuch as these expenditures have been exceptionally heavy during 
the last five years, then the statement of assets—I would not say it was inflated, 


but I think the Minister used that word—shows that much more mone If | 


the Minister wants to call it an inflation, he may do so. 
Hon. Mr. Dunnine: Do not put the word “inflation” in my mouth. 
Mr. Harris: You put it in mine. | 
Hon. Mr. DunniNG:\ That is what I thought you. were attempting to show. 


Mr. Harris: I quite appreciate that my vocabulary is not quite as large 


as the Minister’s. 


o~ 


Hon. Mr. DuNNING: I thought that your point was to demonstrate that 


‘the assets were inflated; that is, that the statement showed the value of assets 


which were non- Setent 


Mr. Harris: I did demonstrate it to the satisfaction of myself, if not to — 


the other members of the Committee. . 
Mr. Henry: If you did set up a reserve the assets would not be depreciated. 
Mr. Harris: I am not suggesting that it should be done, but, at the same 


=~ 


time, I just want that point brought out. In the years to come we-will have to 


take care of the exhaustion which has gone on in the last five years, due to the 
very heavy rehabilitation costs? 


Mr. Henry:~ A large part of, that rehabilitation has been in fairly — 


_permanent. work. 
Mr. Harris: It will exhaust itself. 
Mr. Henry: The Expenditure, Less Retirement, During the Year 1927, 


Applicable to Investment in Road and Equipment, are divided, as shown on page 
21, and show the eastern lines and the remainder of the system in separate _ 


Calan Engineering, on the eastern lines, is $3,639. 34; for the balance of the 
system, $736,573.20; Land for Transportation Purposes, for the eastern lines, 
$7,228.26; and the balance of the system, $2,673,627.79. 

Mr. ee Where was that land acmuiced? 

Mr. Henry: That is land acquired for all purposes throughout the system, 
branch lines, sidings, and so on. aN 


Mr. Harris: Could you give us an idea of just what territory that covers? 2 
I was thinking more particularly of the change that has taken place in the — 


waterfront of the city of Toronto. ¢ 


ee 
a a 
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Hon. Mr. DunniNe: The Toronto terminals would be separate. 

Mr. Henry:, I do not know that we can give you that at the moment. 

Hon. Mr. Dunnin@: This acquisition of land within the Toronto Terminals 
Company is not included? 

Mr. Henry: No. 


Hon. Mr. Dunnin@: But any Canadian National land in Toronto, outside 
of that area, would be there? 


Mr. Henry: That is correct. 


Mr. Harris: It is really that last point that I wanted to get, outside of 
the Toronto Terminals Company? 


Mr. Henry: In Toronto? | 

Mr. Harris: And the Township of Scarboro?: 

Mr. Henry: I cannot give you that offhand. 

Hon. 'Mr. Dunnine: Could you get it for the next sitting of the Com- 


“mittee? 


Mr. Henry: Oh, yes. 

‘Mr. Harris: For Toronto and the Township of Scarboro. If I could have 
that information at the.next sitting, it would be satisfactory. 

Mr. Cantiey: Would the accountant be good enough to tell us what 
percentage of the whole system is included in the eastern division? 

Hon. Mr. Dunning: In mileage? 

2 Mr, Henry: It is 2,880 miles for the as division, but that only 

includes the six months’ period. 


‘Hon. Mr. Dunnine: It is 19,090. 99 oe the system, less the Eastern 


Lines. That appears on page 38 of the Red Book. Then, on page 13 of the 


Eastern Lines’ report you will find the Eastern Lines mileage. 
Mr. Henry: No. 3, Grading, for the Eastern Lines, $61,677.60; for the rest 


of the system, $5,215, 023.57. 


Mr. Harris: Could I have the same information there, if it is a too much 
to ask for? 


Mr. Cooper: We can divide that. 


Hon. Mr. Dunnine: Mr. Harris wants it for Toronto and Scarboro Town- 
ship, exclusive of the Toronto terminals. 


Mr. Cooper: I would not engage to get it by to-morrow morning. 
Mr. Harris: There is no particular hurry. 

Hon. Mr. Dunnine: That includes your grading for branch lines? 
Mr. Henry: Oh, yes. Under the branch lines we spent $8,000,000. 
Hon. Mr. Dunnine: How could that include the $8,000,000? 


Mr. Henry: That is only grading. Tunnels and Subways, for the Eastern 
Lines, $4,242.74; for the rest of the system, $33,246.94. Bridges, Trestles and 
Culverts, for the Eastern Lines, $52,175.39; for the balance of the system, 


«$3, 017, 208. 38. Ties, for the pieciorn Lines, $17, 446.38; for the balance of the 


system, $755,073.32. 
Sir EuGenz Fiset: That covers the ties put down? 
Mr. Henry: The ties used for addition. 
Hon. Mr. Dunnine: For new work? 
Mr. Henry: New work. 
Mr. Jevuirr: Is the Hudson Bay Railway included in that? 
Mr. Henry: No. Rails, for the Eastern Lines, $133,439.46; for the rest of 


the system, $1,416,662.65. 


Shs SELECT STANDING COMMITTEE sr Peg —— 


Mr. eee Mes s ; 

Hon. Mr. Dunni1ne: That is, when the rail is laid y you credit, that a 
the system with the value of the old rail? = 

Mr. HENRY: Me ony phe the difference i in eat 


new and APS alae of the sa? 
Mr. Henry: Plus ine new rails for branch a 5 


current price: “We do not ae at the anpinal sot we retire at the present da; 
price. : ‘ a 
Mr. Henry: Other rack Materials, for the Eastern Lines, $158, 941 06; > fc 
the rest of the system, $2,433 ,027.83. P 3 
Mr. Harris: How do you figure the retirement there? 
Mr. Henry: They follow the same rule, as applied to ute rails. 
Mr. Harris: It would be by weight? = 
Mr. Cooper: We would charge the additional weight, SO far as = angle b: 
are concerned, for instance. ‘ 
Hon. Mr. DUNNING: What does Other. Track Material include? — 
Mr. Cooprr: Switches, angle bars, crossings, and so on. _ ee 
Mr. Henry: Connecting rods, derails, frogs, grade rail blocking, orade ad 2 7 
clamps, grade rail fasteners, nut locks, rail clips, rail joints, rail splices, switch — 
chairs, switch crossings, tie plates, tie blocks, track spikes, and track insulators. — : 
Mr. Cantey: There are only three or four of those items that could be tees ; 
over again, the rails, fish plates, and crossings? 2 
Mr. Henry: With relay rails, all the material is taken out and used over : 
again. , 
Mr. Cantiey: But when you come to tie plates, and nut locks and bolts, : 
they go into the scrap heap? : 
Mr. Bett (Deputy Minister): That is eared to operating, ee 
“Mr. Cantiey: I was just pointing out that there were only three or four | 
of the items that were really replacement items. 
Mr. Henry: That is correct. Ballast, for the Eastern Lines, $43, 682. 25 
for the balance of the system, $1,583,619.63. 
Mr. Harris: Any retirement there? 
Mr. Henry: Yes, the retirement there amounted to $43,000. pe 
Mr. Harris: That is to say, $43,000 was charged to the aperahlar sivoulee ; 
Mr. Henry: That is not the total charge. In addition to that, the operat-_ 
ing accounts were charged with $844,387, for the remainder of ‘the system, 
exclusive of the Eastern Lines. — 
Hon. Mr. Dunntna: The amount in this item No. 11, iS, practically speale 
ing, ballast on new work? 
Mr. Henry: No, it means the regular ballast on old work, and increased 
lift. Ordinarily, the amount of ballast: used on a track varies, to a certain — 
extent, with the traffic. You may start out with a six inch lift, and, as th 
traffic increases, you would bring it up to a foot. The difference between th 
six inches originally put there, and the twelve inches, would be a capital charge 
The branch lines, of course, are there as well. On the Eastern Lines, the ball vee 
for the six months ending December 31, 1927, was $43, B58. 
Hon. Mr. Dunnine: Charged to Operating? , 
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Mr. Henry: Charged to Operating Expenses. Tracklaying and Surfac- 
ing, for the Eastern Lines, $70,080.55; for the balance of the system, $1,146,- 
243.38. Right-of-Way Fences, for the Eastern ~Lines, $17,214.13; for the 
balance of the system, $101,739.41. Sand and Snow Fences and Snow Sheds, 
for the Eastern Lines, $2,353.52; for the balance of the system, $25,950.31. 
Crossings and Signs, for the Eastern Lines, $5,152.37: for the balance of the 
system, $205,860.20. 

Mr. Harris: Are the Railway Board ordering any more crossings? 

Mr. Henry: They are. 

Mr. Harris: What is the policy of the road with regard to that? 

Mr. Henry: That includes overhead bridges, you know, and things of 
that kind, | : 

Mr. Harris: Have you any fund from which to draw your requirements 
for ae demands made by the Railway Commission for railway crossings? 

. Henry: There is a Grade Crossing Fund, which was inaugurated in 
1909, a against which the Board is authorized to contribute a certain pro- 
portion. 

Mr. Harris: What proportion?- 

Mr. Henry: I have forgotten just what it is. 

Mr. Bextu (Deputy Minister): It is 40 per cent, but not to exceed $25,000. 

Mr. Harris: And is the-municipality affected? 

Mr. Bett: The Board may=assess, as they see fit, but they cannot charge 
the Grade Crossing Fund more than 40 per cent of any one crossing and not 
over $25,000. - 

Hon. Mr. Dunntne: I am thinking of introducing an amendment to that 
which will broaden its scope a little. I. have a notice on the Order Paper now. 

Mr. Cantey: I suppose this is an indication that they apparently regard 
life in the Maritime Provinces as being of very little value, because there is 
only about one-fortieth spent there, as compared with what is spent on the 
balance of the road. 

Hon. Mr. Dunnine: You make it up in the next item. 

Sir EKueene Fiser: The next item is the only item where the Eastern 
Division gets its fair proportion, as compared with the rest of the road. 

Mr. Henry: ‘That is not quite correct, generally, for the reason that 
the balance of the six months of the expenditure on the Eastern Lines appears 
in the statement. That is only the capital expenditure for six months. 

Sir Eueene Fiser: Even when it is doubled it is not fair. 

-Hon. Mr. Dunnina: The explanation of that is that extensions to the 
system, involving a ey expenditure, are not being carried’ out on the 
Eastern Lines. 

Mr. Henry: Seation: and Office Buildings, for the Eastern Lines, $471,- 
429.75; for the balance of the system, $1,626,335.92. Roadway. Buildings, for 
the Eastern Lines, $1,160.95; for the balance of the system, $298,297.43. 

_ Mr. Jewiuirr: Going back to that previous item, where were the new 
stations built? 7 

Mr. Brown: On the Eastern Lines? 

Mr. Jeviirr: Both Eastern and Western. 

Mr. Brown: There was a new station at Edmonton, in the west; a new 
train shed at St. John; a new station at Summerside; a new station at Flint, 
Sa and stations at 117 points. 
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Mr. Cantiey: What is meant by Roadway Buildings? 4 

Mr. Henry: They are tool houses, and things of that kind. Water | 
Stations, for the Eastern Lines, $26,573.45; for the balance of the system, — 
$420,125.23. Fuel Stations, for the Eastern Lines, $435.08; for the rest of the 
system, $122,583.93. Shops and Enginehouses, for the Eastern Lines, $123,- 
834.83; for the balance of the system, $843,084.84. Grain Elevators, for the 
balance of the system, $66,547.97. Wharves and Docks, for the Eastern Lines, 
$5,890.58; for the balance of the svstem, $208,788.95. 7 

Mr. Cantiey: Before you pass from that item, and I have referred to 
this matter before; the papers generally report that the Canadian National — 
Railways had turned over all of their terminal docks in the Maritime Provinces 
to the Public Works Department; is that correct? 

Hon. Mr. Dunnine: To the best of my belief, we have turned them all 
over. 

Mr. Brett (Deputy Minister): Where they are not closely identified with 
- the railway we have béen turning them over gradually to the Public Works 
Department... There are a great many cases where they were built in the old 
days of the Intercolonial, and charged to. the Intercolonial, and as fast as we can 
turn them back to the Public Works Department we are doing so. 

Mr. Cantiey: The statement was made that all the docks of the Canadian 
National Railways, in the province of Nova Scotia, had been turned over; is 
that correct?’ For ‘instance, what about the docks at Pictou? 

- Mr. Britt (Deputy Minister) - The Pictou docks are in the process i being 
turned over. 

Mr. Cantey: What about Halifax? a 

Mr. Bett (Deputy Minister): The Halifax docks have been turned over 
to the Harbour Commission, which was formed under the Act of last session. 

Mr. Cantiey: Does that apply to all the docks in Halifax, No. 24, No. 
22, and No. 28? 

Mr. Bett (Deputy Minister): I think they are practically all turned over. 

Mr. Cantiey: And the new immigration shed? 

Mr. Bett (Deputy Minister): Yes. 

Mr. Cantiey: And the same is true down on the South Shore? 

Mr. Bett (Deputy Minister): I understand so. 

Mr. Cantitey: That would cover all the wharves in the province of Nova 


Mr. Beuui (Deputy Minister): I do not think they have been turned over | 
at Pictou, nor Sydney. 

Mr. Cantiey:~ I understood you to say that the docks at Pictou were Lene 
turned over. 

Mr. Beit (Deputy Minister): There was a little mixup on that. 

Hon. Mr. DunnineG: The intention is to turn them over to the Public 
Works Department immediately. 

Mr. CantiEy: Why is that being done; why the change i in policy? 

Mr. Bett (Deputy Minister): Beenuee that is the proper place for them; 
they are not part of the railway. 

Mr. Canriny: That is a matter of opinion. Take the docks.at Pictou, 
they are not publie docks in any sense of the word at all; they are simply 
terminal docks of the railway. 


Mr. Bett (Deputy Minister): The general policy throughout the rest of. 
the Dominion, is for the Public Works Department to build the docks, and 
they are Just adjusting the Maritime Provinceg to that. 
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Mr. Cantiey: I am not objecting to it, but I am objecting to the explana- 
tion. That statement, pardon me, is not correct. The cars come in to the dock, 
and the freight is discharged in a shed, and it is used exclusively for the railway, 


and for no other purpose. 


Mr. Bett (Deputy Minister): You are speaking of Pictou? 
Mr. Cantitry: I am speaking of Pictou. Then, take the dock farther 
down in the harbour; that is used for the handling of lumber, and for no other 


purpose. Public teams cannot get on it at all, as it is covered with railway 


tracks, and rightly so. Both of those docks are purely and simply railway docks, 
and are not public docks in any sense of the word. They are not used by the 
public, apart from getting freight to and from the railroad. 

Witnesses retired. 


The Committee adjourned until Thursday, April 19, at 11 a.m. 


e. 


; ff 
Ps 


KM LL RAM a et UU SS UR SPA Te 
4 1A ok we 


by SESSION 1928 =~ 


2” | HOUSE OF COMMONS | 
Bok 


* 
\ 


_ SELECT STANDING COMMITTEE 


ON 


(RAILWAYS AND SHIPPING 


OTR 


MINUTES OF PROCEEDINGS AND EVIDENCE 


No. 4—APRIL 19, 1928 


WITNESS: 


_ Chief Witness—Mr. R. A. C. Henry, Director, Bureau of Economics, Can- 
adian National Railways. 


- Assisted by: Mr.T. H. Cooper, General Auditor, Mr. S. J. Hungerford, Vice- 


President, Mr. W. D. Robb, Vice-President, and Major G. A. Bell, 
C.M.G., Director, Canadian National Railways. 


s 


OTTAWA 
, ~*~ B.A, ACLAND 
“ ‘PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
1928 


Ea 


MINUTES OF PROCEEDINGS 


Room 497, Hous or Commons, 
Tuurspay, April 19, 1928. 


The Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government met at 11 a.m. this day,-Mr. Goodison, the 


: Chairman, presiding. 


t 


” 


Members of the Committee present: Messieurs Dunning (Hon. C. A.), Fiset 
me (Sir B: a Goodison, Harris, Jelliff, Jenkins, McLean (Melfort), Milne and Stevens 


_ (Hon. H. H.)—9. 


. Mr. R. A. C. Henry was again in Biiendance: : as the inet witness for the 
day; assisted by Mr. W. D. Robb, Vice-President, Mr. 8. J. Hungerford, Vice- 
President, Mr. T. H. Cooper, General Auditor. Numerous other officials of the 
Canadian National Railways were also in attendance to supply any information 
required by the |Committee. 


- Resumed consideration of the Annual Report at page 21, where dropped 
dat adjournment of previous meeting. Items 24 to 47 under “Road” were con- 
~ sidered in detail. 


Under “Equipment” items 71 to 77 were considered and discussed. 


Pages 22 to 38 were taken up in successive order and considered in such 


detail as thought, necessary by the Committee. 


Yi 


Considerable discussion with Mr. Stevens with reference to the issue of 
Equipment Trust Certificates, as mentioned at page 7, and again on pages 26-27 
of the Annual Report. — 


The consideration of the Annual Report being completed, and the hour of 


-one o’clock having arrived, the Chairman announced that it was time to adjourn. 


It was decided to meet again on Tuesday, April 24th. The Committee 
adjourned: 
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MINUTES OF EVIDENCE 


CoMMITTEE Room 497, 


‘ House oF CoMMONS, 
Tuurspay, April 19, 1928. 


The Select Standing Committee on Railways and Shipping met at 11 o ‘clock 
a.m., the Chairman, Mr. W. T. Goodison, presiding. 


The CHAIRMAN: We left off at Tek No. 23, yesterday. 
‘Mr. Henry: Coal and Ore Wharves, for the Eastern Lines there is nothing; 


for the balance of the system $47.17. Telegraph and Telephone Lines, for the 
Eastern Lines, nothing; for the balance of the system, $61,360.01. 
. Mr. Jevuirr: Is that due to extensions? 
Mr. Henry: That is extensions and betterments; improvements in exist- 
ing lines. 
Hon. Mr. Stevens: Is the Telephone and Telegraph revenue kept separate? 
_ Mr. Henry: It is kept separate, but it all goes into the general fund; the 
reveune on one side and the expenses on the other. 
Hon. Mr. Stevens: Can you give us.a brief idea of the telegraph service 
now owned by the company? You took over some western lines? 
Hon. Mr. Dunnine: It is under negotiation now. You mean the one in 
the Maritime Provinces? | 
Hon. Mr. Stevens: No, the one that was associated with the Western 
Union? 
Mr. Henry: The Great North Western. 
Hon. Mr. Stevens: Just give us a general outline. I do not want any 
great details, as far as | am,/concerned. 
Mr. Henry: Do you have in mind such things as the mileage, and so on? 
Hon. Mr. Stevens: Yes, and the main distribution, and the main system. 


Mr. Henry: Roughly speaking, it is divided into ie Canadian National 
Telegraphs, and the Grand Trunk Pacific. The Canadian National embraces 
the old Canadian Northern and Grand Trunk, or the Great North Western. 

Hon. Mr. Dunnine: The stock is held by the Canadian National? 

Mr. Henry: The stock is held by the Canadian National. 

Hon. Mr. Dunnine: The Maritime people would be interested in the 
maritime situation, with regard to the Western Union. Could you give us any 
information on that, without embarrassing the negotiations? 

Mr. Henry: We have been in negotiation with the Western Union for the 
last two or three years, for the purpose of acquiring their lines in the Maritime 
Provinces. The price whieh they originally asked was a little bit higher than 
_we thought the property was worth, and negotiations were cut. off for a while. 
They have since been resumed, and a committee has been appointed, consisting 
of members of the various interests, and a valuation is being made. 

Hon. Mr. Stevens: What EonnecHon have you now with any transatlantic 
cable company? , 
Mr. Henry: I am afraid I cannot answer that. I will have to get Mr. 
Robb to answer that. 
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Hon. Mr. Stevens: I do not want to ask anything that is gains: to be 
embarrassing, and I do not want you to uncover anything. 

Hon. Mr. Dunntne: We must have a connection with some transatlantic 
cables, but I just cannot recall what it is at the moment. 

Sir Eucene Fiser: You have some connection at the present time with the 
Marconi people at Father Point? 


Hon. Mr. Dunninc: That is a wireless connection. 


Mr. McLran (Melfort): ‘There is the cable connection at Cable Hill in 
Nova Scotia. 

Hon. Mr. Dunntne: We will have Mr. Robb come up here. 

Mr. McLean (Melfort): Are all your telegraph lines those that run on 
the railway right-of-way? 

Mr. Henry: I think, generally speaking, that is true. The telegraph 
mileage, used for commercial purposes, embraces 68,452 miles; the wire used 
for railway purposes, 25,834 miles; and jointly, that is, for both commercial 
and railway purposes, 21 004. The telephone wires used for train dispatching, 
23,220 miles; and for other purposes, 1,817. This makes a total wire mileage 
of 140,000 miles. We have 1 ,766 offices in Canada, dnd 31 in the United States. 
The offices of the management and staff are located in Toronto. 


Hon. Mr. Stevens: .I see a paragraph in the President’s report that really 
is interesting. It says, “the net income from-telegraph service increased from ~ 
$241,249 in 1926 to $403. 967 in 1927. 


Mr. Henry: In 1927 we had completed, between Montreal and Toronto, 
the carrier current system, which enabled us to increase the capacity of our 
wires a great deal, and, thereiore. permitted an increase in business. The 
operating revenues of the Canadian National T elegraphs, and the Grand Trunk 
Pacific, in 1927, were $4,921,000; in 1926 they were $4,511,000. The! operating 
expenses in 1927, were $4,129,000; in 1926, $3,856,000. The net: operating 
revenue, in 1927, was $791,000; in 1926, $655,000. The net income, after paying © 
all charges, was $368,000 in 1927: and $218,000 in 1926. 


Hon. Mr. Stevens: You ds not show this telegraph revenue sepieatehe 
in your Revenue Account? 

Mr. Cooper: It is included in the income statement on page 15, under 
account 512, Separately Operated Properties. 

Hon. Mr. Stevens: That includes other things? 


Mr. Coover: That includes a number of subsidiary companies, of which ve 
the telegraph company is one. : 


Hon. Mr. Stevens: I suppose there is no objection to showene ‘tos a) a 


separate item? f 
Mr. Cooprr: It is intended with the 1928 account, to include telegraph be 


revenues and expenses with the railway revenues and expenses, but that is a — 
change: that is only to take place this year. The full results of the company 


are included in the final statement. 


Hon. Mr. Dunninc: Here is Mr. Robb now. Mr. Robb, there is some 


~ question as to the negotiations for the acquisition of the Maritime lines. Will 
you tell the Committee as much as you can about that, without sae nt | 
your negotiations? 


Mr. Ross: When the amalgamation took place, - with the Ganadinte 
National Telegraphs as part of the Canadian National Railways, we did not 
have the British Columbia line, and only went as far as Moncton. We pro- — 
cured the British Columbia line from the Western Union, but we were not — 


able, at. that time, to procure the Maritime Provinces lines. of the Western ie 
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- Union. They were not inclined to let us have the line, and they put a price 
on them which we thought prohibitive. In addition to that, they Just simply 
said that they were not for sale, and we dropped negotiations. Over a year 
ago we took.them up again. I explained to Mr. Carlton, the President of the 
~ Western Union, that they were lines which we felt the Canadian National 
ought to have, as our system was not complete unless we went from coast to 


_ coast. I told him that it would not interfere with his cables in any way. ‘They 
- were afraid that if we took the lines over it would leave the cables isolated, 


and so on. We finally convinced him that it would not interfere with that 
whatever, and he said that if we could agree on a price, and the physical con- 
ditions, and so on, he would probably be willing to sell. We appointed a com- 
mittee of our people, and the Western Union people, and they went all over the 
Maritime Provinces’ lines, and they agreed as to the physical condition of 
the property. After that, of course, we had to price out, and we priced. out, 
from the Canadian National side, what we felt the properties were worth. 
The Western Union were also pricing out, from their side what they were 
worth. We placed two million dollars in the budget, as the amount that we 
would require, if we were going to take the lines over, because we expected 
them to be ready some time this spring. They are just about ready with all 
their figures, and are about ready to submit them. We will then get together 
and see if we can agree as to the price. It comes down to the question of 
revenue and expenses of the lines, and depreciation, and so on, as to whether 


it is worth our while to take them over. We cannot say that at the present 


time. 


Hon. Mr. Stevens: I asked about your connection with the cable to the 
Old Country? | 


Mr. Ross: We have no cables... The cables belong to the Western Union, 


but we have a working agreement with them, not only on cable mesages, but 
on all messages. They are practically our allies, all through the United States 


and all through Canada. We give them our business and they give us their 
business, which is a very important business to the Canadian National Railway. 
It takes in all the messages coming into Canada from the United States over 
the Western Union. We take their cable messages and transmit them, and we 
get a percentage for handling them, both coming and going. 

Sir Eucene Fispr: Does the same agreement exist, as far as wireless is 
concerned? 

Mr. Ross: No, we are not in the Marconi at all; the Marconi have a 
conection with the C.P.R. not with the Canadian National. 

Mr. Jenxins: This will apply to Prince Edward Island also? 

Mr. Ross: -You are talking about the Anglo-American? 

Mr. JENKINS: Yes. 


Mr. Ross: They have an arrangement with the Western Union, and it will 


~- come under us as well. 


Mr. JeNKINS: You will be able to take over that system? 
Mr. Ross: Yes, sir. 

Mr. JENKINS: I understood that they had a lease? 

Mr. Ross: Yes, they have a lease. 


_. Mr. Jenxrys: You will be able to make amicable arrangement? 


Mr. Ross: Yes. 


Mr. Jenkins: Will the prnploces in the service of the Anglo-American, 
or the Western Union, be put on a par with the other employees of the System? 


Mr. Ross: Yes, sir. That question came up when we took over the British 
_ Columbia line. The employees in the Western Union were very much concerned, 
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because they were on a very much lower rate than we were. They thought that 
they would lose their seniority, and so on. That has all been provided for. The 
employees in the Maritime Provinces will at once come under the schedule of 
the Canadian National Railway, which will give them quite a substantial in- 
crease, as was the case in British Columbia. Inasmuch-as the subsidiary com- 
panies, including the telegraph companies, come under the pension system, they 
will be provided for the same as the employees on the railway. That means 
that if an employee in the Maritime Provinces has been forty years in the 
service, as soon as the Canadian National take over those lines, that employee’s 
service would count, Just the same as if he had worked for the Canadian National 
Railways. | 

Hon. Mr. DunniNG: That is, when you get your pension scheme? 

Mr. Ross: We have that. pension scheme now. I might say that the em- 
ployees down there were very much concerned about it. Last year, when I 
went down and looked over all the property, I went to the trouble of meeting 
all the heads of the employees down there, and [ explained the situation 
thoroughly to them, and they were perfectly satisfied. 

Mr. Henry: Signals and Interlockers, for the Eastern Lines, $7,742.46; for 
the balance of the system, $355,734.61. Power Plant Buildings, for the Eastern 
Lines, nothing; for the balance of the system, $86,426.56. Power Transmission 
Systems, for the Eastern Lines, nothing; for the balance of the system, $23,847.30. 
Power ‘Distribution Systems, for the Eastern Lines, $487.54; for the balance of | 
the system, $97,459.41. Power Lines, Poles, and Fixtures, for the Eastern Lines, 
nothing; for the balance of the sy stem, $86,750.59. y 

Mr. Miune: Does that cover electric trains and cars? 


Mr. Henry: That covers anything connected with the transmission of 
electricity, either for our electric lines, or for any other purpose. It means 
additions to them, and betterments to them during the year. ' 

Mr. Jeviirr: Just where were those expenditures made? 

Mr. Henry: I think perhaps we can give you that. Montreal, Sarnia, iad 
at the various larger centres throughout the system, and a miscellaneous agere- 
gation of small expenditures. 

Hon. Mr. Srevens: I frankly do not see, from the andere of socount- 
ancy, why you should set up a special account for that? 3 

Mr. Henry: That is in accordance with the classification. 

Hon. Mr. Stevens: I suppose that classification assumes that that will ‘be 
applicable to partially electrified roads, or wholly electrified roads? 

Mr. Henry: Anything that is required for the upkeep of any of the electrical 
installations, is first charged to ordinary maintenance, but anything that is 
added to it is charged to capital, under the classification. 

Hon. Mr. Srevens: I am not quarrelling with the Company’s officials, but 
I am just simply criticizing for the moment, this classification. The accounts 
are supposed to reflect, as intelligently as possible, the general condition of the 
system, in as concise and clear a form as one could get it. Take these items, 
Power Transmission Systems, and so on; there are three or four items there, but 
they reflect nothing. Ms 

Mr. Henry: They reflect the capital expenditure, the Hetiemheat ce) 
ture during that year. It may only be one dollar. 

Hon. Mr. Srevens: But some of that may be in Vancouver, and some in 
Halifax, in little, petty local affairs? It might be a little line that you are 
running across to connect with the Ottawa Electric, to carry some power to your 
central station here, or something of that character? A 


Mr. Henry: It might be. | < 
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Hon. Mr. Stevens: My point is that it does not reflect anything on the 
operating part of your system? 


Mr. Henry: It means an addition, that is about all you can say. 


Hon. Mr, Stevens: Here is a great telegraph system that is included in an 
item with other subsidiary” companies, which may not have any relation to 
‘telegraphs at all. I am just drawing attention to that rather anomalous method 
of classification. A department having a net earning of $700,000 is not reflected 
here at all, while another petty, little item is shown in a special account on your 
general statement. 

Mr. Cooprr: The point there is that some roads in the States have large 
expenditures under these items, and this classification was designed more for 
them, but was adopted by the Canadian National. If we have anything that 
falls into those accounts, ifgoes there. 


Hon. Mr. cea The Chicago, Milwaukee and St. Paul Railway, for 
instance? 


Mr. Cooper: The New York Central, and the B. & O. 


Hon. Mr. Dunnine: I think your criticism is well taken. But, in a certain 
‘sense, these accounts are anticipatory of the future; that is, there is a tendency 
im certain sections, more and more in the direction of the use of electrical power 
for railroading in various ways. 

Hon. Mr. Srevens: But telegraphs have been used for what, generations? 


Hon. Mr. Dunninc: I suppose the reason for that classification is that they 
were originally subsidiary companies. 

Hon. Mr. Srevens: That cannot be the explanation, because they are not 
provided for in this classification. My criticism is that they should be provided 
for in this classification. 

Mr. Henry: There is Item No. 26. 

Hon. Mr. Stevens: That is only $61,000, and the net earnings are $700,000. 
Mr. Cooper: The capital expenditure for Telegraphs is included in this item 
down here at the bottom, Investment Expenditures by Separately Operated Prop- 
erties. That includes betterments to the Canadian National Telegraph System. 

Hon. Mr. Dunninea: What is this $61,000? 


Mr. Cooprr: That covers certain railway wires under the control of the 
Canadian National Telegraphs. 

Hon. Mr. Stevens: Track telephones, for instance, like the dispatcher’s 
office, and things of that kind? 


Mr. Cooper: For all purposes. 


Mr. Henry: Miscellaneous Structures, for the Eastern Lines, nothing; for 
the balance of the system, $15,136.12. Paving, for the Eastern Lines, nothing; 
for the balance of the system, $2,561.91. That item is a eredit. Roadway 
Machines, for the Eastern Lines, $5,835.62; for the balance of the system, 
$22, 434. 05. Roadway Small Tools, for the Eastern Lines, $227.55; for the 
balance of the system, $15,225.37. Assessments for Public Improvements, for 
the Eastern Lines, nothing; for the balance of the system, $190,737.04. 
| Hon. Mr. Dunninc: How is that properly an investment in road and 
equipment? 

Mr. Coorrr: This was by order of ihe Commission. If a municipality 


engages in some.public improvement, the theory is that there is an added value 
oO our property. 


Hon. Mr. Stevens: Like an overhead passage, or subway? 
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Mr. Coorrer: Paving is the principal item. ' ~ Seu nennyy 

Mr. Henry: Revenues and Operating Expenses during Constnicuonee 

Hon. Mr. Srevens: A subway would be an PATE OHE as it does away 
with a level crossing. 

Hon. Mr. Dunnine: This does not include subway expenditures, There 
would be no public improvement assessment against the railway on a BAL og 
‘but if they built a road in front of our freight sheds, for instance. 

Hon’ Mr. Stevens: It might be a half and half proposition? 

Hon. Mr. Dunnine: But it would not be charged against us as public 
improvement taxes. 

Mr. Cooper: If they pave a street crossing we are-responsible for a portion 
of that. Where we build a railway across the highway, we have to put in plank- 
ing, and all that surfacing is our obligation. If they replace that with permanent 
paving, we have to pay for a portion. 

Hon. Mr. Dunning: What are those italicized items? 

Mr. Cooper: They are credits. The first item there, Revenues and Operating 
Expenses during Construction, $212,920.60. The principal item in that is earn- 
ings during the construction period of the National Transcontinental Railway 
branch lines. The next item, $1,278,201 is the cost of the Montreal Terminal 
Railway. When that property was purchased it was charged to this account 
No. 41. When we were unable to separate the elements in it, the amount of ties, 
rails, and so on, we credited account No. 41, and charged it to the appropriate 
primary account. 

Hon. Mr. Dunning: When was this road purchased? , ‘ 

Mr. Cooper: The money was paid over in 1927. | ; 

Hon. Mr. Dunning: It was authorized a long time ago? | 

Mr. Cooprr: Yes. 

Mr. Henry: Other expenses—Roads, for the Eastern Iines, $285,210; 
for the balance of the system, $150,057.93. Shop Machinery, for the Eastern 
Lines, $60,059.36; for the balance of the system, $238,238.85. | i 
Mr. Harris: I understand that all these accounts find their way mito item. 
No. 701? 

Mr. Henry: Yes. 

Mr. Harris: What is this shop machinery, is it all new equipment? — ‘ 
Mr. Henry: That is lathes, and anything in the form of shop machinery —__ 
that is installed in the various SHORE throughout the system, and additional 
equipment. 

Mr, Harris: And the average life would be about what? 

Mr. Hunry: That would be very difficult to say, as each machine has a 
different. life. shee 

Hon. Mr. Dunnine: What retirement ie you have in Bae necount that 
will give us an idea? | 

Mr. Henry: $287,000. ‘ 

Hon. Mr. Dunnine: You had more retirements than you had new? | 

Mr. Coopmr: We had additions of $565, 000, retirements of oe 000, making 
a net addition of $277,000. 

Hon. Mr. Dunning: This is net? | 

Mr. Harris: How do you arrive at the amount of retirements; is that the 
original cost? i] 

Mr. Cooprr: Yes. 

Hon. Mr. Dunnina: The original cost of the items retired? _ es pl 

Mr. Coorer: The original cost of the property retired. _ 
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Hon. Mr. Dunnine: I thought you said that you retired at current prices? 

Mr. Cooper: In the case of rails and ties we do. 

Hon. Mr. Dunnine: Why the difference? 
Mr. Coopsr: There is a conflict in accounting ‘theories there. When you 
_ take a tie out it is difficult to identify it with the original cost, and the same with 

_a piece of rail. It would be very difficult’to trace the original cost of that rail, 

and retire it from the Property Account. In theory, it should be the original 
cost, but for practical purposes it is taken at the present day value. 

Hon. Mr. Dunnina: One piece of rail of 1913, might be taken out, and 99 
pieces left in; that is what you mean? 

| Mr. Harris: I see the accounts number from one to seventy-seven; how 
many more are there that go to make up account No. 701? : 

Mr. Coopmr: Those are all the accounts. We have a few here which 
are grouped as Separately Operated Properties, but the accounts numbers 1 to 
77 are still included in account No. 701. 

Mr. Harris: When did this particular book-keeping system come into vogue 
with the Canadian National Railway? 

Mr. Cooprr: Since the Canadian National Railway system was consolli- 
dated in 1928, this present classification has been in effect, but it was in effect 
with the predecessor companies. 

Mr. Harris: Since 1923? 

Mr. Cooper: It has been in force for the full period, 1923-27. 

Mr. Harris: That is to say, this list of accounts has been uniform from 
7 £923. ; 
Mr. Cooprr: That is it. 

‘Mr. Henry: Power Plant Machinery, for the Eastern Lines, $650.38; for 
the balance of the system, $16,569.69. Power Substations Apparatus, for the 
Eastern Lines, nothing; for the balance of the system, $3,678.79. Unapplied 

~ Construction Material and Supphes, fer the Eastern Lines, nothing; for the 
- balance of the system, $82,350.61. The total for the road items, for the Eastern 
Lines, is $1,279,111.72, for the six months ending December 31, 1927. On the 
balance of the system, the total is $22,887,3893.43, which includes the Eastern 
Lines for the first six months. The first item under Equipment, is Steam Loco- 
motives, $5,836 383.92. | 

Mr. Harris: That is net? What is the retirement? 

“Mr. Henry: That is net. 

Mr. Harris: Give us the total of the retirement on that? 


The CHatrmMAN: The next page shows the numbers, but not the values; 
91 retired, and additions of 56. 

Mr. Cooper: The total ledger value of the retirements was $1,172,489. 

Mr. Harris: Is that the net value of the retirements, after the scrap 
value has been deducted from the original cost? 

Mr. Cooper: That is the ledger value, the original cost. 

Mr. Harris: What happens to the scrap value? 

Mr. Cooprr: The scrap value is deducted from that, to arrive at the ves 

which is chargeable to operating expenses. The ledger value is credited to the 
_ Property Account, and debited to Operating Expenses; the salvage then 
becomes creditable io the Expense Account. 

Hon. Mr. Dunnine: ‘So far as this account is sonoeried, the whole 
original cost is written off, that is, $1,172,000, and your total expense for addi- 
tions was what? It would be, of course, the sum of what is in the account, and 
$i, 172,000? 


» 
KA 


94 SELECT STANDING COMMITTEE 


r. Cooprr: The amount of $5,836,383 is ane up of new Aaipeaeae 
Lar ea additions and betterments, and property retirements. There are 
additions and betterments to existing equipment, in addition to new equipment 
bought. The ledger value of the new equipment purchased during the year 
was $6,262,313. 
Hon: Mr. Dunninea: Locomotives? 


Mr. Cooper: Yes, sir. Betterments, $746,559; retirements, $1,172,489; ° 


net, $5,836,383. 

Mr. Harris: What would betterments mean; would that be rebuilding? 

Mr. Henry: Superheaters, stokers, or improvements of that kind. 

Hon. Mr. Dunnine: How do ycu divide the amounts into what is prop- 
erly chargeable to operation, and properly chargeable to capital, so far as 
betterments for locomotives are concerned?, Suppose you put a new wheel 
on a locomotive, what would that be? 

Mr. Coovrr: That would be Operating Expense. 

Hon. Mr. Dunnina: ‘Suppose you put a new tire on an existing wheel? 


Mr. Cooper: That would be Expense. There would be additions to loco- 
motives which would be renewed by improved type, and in that case the cost 
to replace in kind would be Operating Expense, and the additional cost, to 
replace by the improved type, would be a Betterment. 


Hon. Mr. Dunninea: | There must be pretty fine distinctions at times? 


Hon. Mr. Srevens: You really get at that in this way: when an engine 
comes into the shop, after a run, there are certain repairs made to it, a new 
tire, or something of. that character, and that would go to Operation ‘without 
any question. But if the engine were sent to the central shop for an overhaul, 
and some betterments were added, then the difference would be fixed, I presume, 
by the schedule that the foreman of the shop would have to fill out? 


Mr. Cooper: That is exactly the situation. \ 

Sir Evcensr Fisrr: It means that all betterments go to Capital Expendi- 
ture, that is all there is to it? 

Mr. Cooprrr: True. 

Mr. Henry: Other locomotives, $314,067.83. 

Mr. Harris: Can-you give us the average life of a locomotive? 

Mr. Henry: I would not like to venture an answer on that, Mr. Harris. 
We have some locomotives in services that have been in existence for probably 
thirty or forty years, but it is very doubtful if there is much of the original 
locomotive there. The economic life of a locomotive, and.that is*perhaps the 


best way to measure it, I do not believe is in excess of twenty-five years. How-. 


ever, it has a certain salvage value, measured in terms of percentage of the ori- 
ginal cost, which might be from ten to fifteen per cent. 

Mr. Harris: It would be very much swallowed up in replacements? 

Mr. Henry: Oh, yes. , 

Hon. Mr. DunnincG: Some of those old engines must stand for quite a 
bit on the books, considering the original cost, plus the capital betterments 
throughout the year? You must have some old engines that have a pretty 
high book value? | 

Mr. Henry: We do not install many improvements on the older types. 


Hon. Mr. DUNNING: You said there would not be much of the original 
locomotive left? 


Mr. Henry: That all goes to Operating Expenses. 


¥ 
a 
te 


~~ 


‘i RAILWAYS AND SHIPPING f 95 


Sir Eugene Fiser: Is it not a fact that the life of a locomotive depends 

_ also on the condition of the rail? 

. Mr. Henry: To a certain extent, yes. 

: Sir Euecene Fiser: For instance, on>the Eastern Lines, where you have 

all curves and only one main line, the life of your locomotive is practically 
exhausted in from two to three years? 
) Mr. Henry: It is true that the rails wear, and flange wear,.is greater, 
but that is an operating expense. Freight Train Cars, $6,738 342, Passenger 
Train Cars, $5,696,616.40. Motor Equipment. of Cars, $239, 869.53. Floating 
Equipment, $509,634.70. Work Equipment, $1 070851. 07. Miscellaneous 
Expenses, $29,612.14. The total for equipment is $20,434,877.59. 

Mr. Jenkins: Does that Motor Equipment refer to the Diesel cars? 

Mr. Cooprr: This Motor Equipment is self propelled cars. 

Mr. Jenkins: Not steam cars? 

Hon. Mr. Dunnine: When you say, Other Locomotives, in Item 52, do 
you mean electric locomotives? 

‘ Mr. Cooper: Yes, sir. 

_ Sir Eucene Fiser: Nothing is mentioned, as far as the Eastern Lines is 
concerned? 

v Mr. Henry: The equipment is on a system basis. 

Hon. Mr. Dunnine: How deo you charge the Eastern Lines with its proper 

‘ proportion of these accounts, or what charge do you make in order to arrive 
at the Eastern Lines’ results? 

Mr. Cooprr: So far as new equipment is concerned, it is entered in the 
‘account of the Canadian National system. The upkeep of that equipment, 
including the cost of retirements, is divided between the Canadian National 
System and the Eastern Lines in the proportion of the locomotive mileage 
made on the two parts of the system, as to the total mileage made by the 

- equipment. | 

Sir EvcnHNE Fiser: I would like to know what it is, with regard to the 
Eastern Lines? 

Mr. Cooper: The freight cars are figured on the basis of the freight car 
miles, and the passenger cars on the basis of passenger car miles. 

ae JENKINS: How does the cost compare with the electrically operated 
cars? 

Mr. Henry: I think Mr. Hungerford could answer that question. 

Mr. Huncerrorp: Do you mean the motor coaches that we are using? 

Mr. JENKINS: Down in our province you are operating a coach between 

Summerside and Charlottetown. Is that more economical than a steam 
operated car? 

_ Mr. Huncerrorp: Oh, yes, very much more. 

Mr, JENKINS: It is very satisfactory. 

-, Mr. Huneerrorp: It varies, of course, but the total cost for motorcoach 

_ service is something between 40 and 60 cents a mile, and for a small steam 
train it is something over a dollar a mile. | 
Mr. Jenxins: You do not attempt to make long runs? 

Mr. Huncerrorp: No. On long runs it requires a mail service and express 
service, which we cannot provide for on that type of equipment. 

Hon. Mr. Dunnine: The difference is the difference between 60 cents 
a mile and a dollar a mile? 
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Mr. Huncerrorp: The actual cost of operation on the different runs 
depends on the schedules, and whether they have to handle trailer, and things 
of that kind, and the character of the unit itself. Some units are more expens- 
ive to. operate than others, their capacities may be larger, but the spread is 
something between 40 and 60 cents a mile, for units of that description, and 
a dollar a mile, which is the cheapest you can operate the smallest steam train. 


Hon. Mr. Dunning: Go back to the general question of the apportion- 
ment of the equipment? 


. Mr. Huncerrorp: The interest on the investment in equipment is dis- 
tributed in this way. Each Corporation is credited with the interest on its owner- 
ship of equipment. Some of this interest charge is then distributed’ back to 
each corporation, on the mileage basis. They are credited with what they own, 
on the one hand, and then the entire amount is distributed back to these cor- 
porations on the basis of the mileage that is made on the respective Conate 
lines. . 
Hon. Mr. Stevens: That sounds aunts 


Mr. Huncerrorp: The incidental maintenance of the equipment is handled 
in the same way. It is all thrown into a pool, and then charged back to the 
corporation on the basis. of the mileage made. 

Sir Eucene Fiser: Take the different items here, and take the proportion 
due to the Eastern Lines, and you will see just what we are getting. | 

Hon. Mr. Dunnine: We will do that. We will take that $1,279,000, 
which is for six months on the Eastern Line, and we will double it. We will 
deduct from the general system the six months of the Eastern Lines which is 
included in it, and then we will get the proportion of that and compare it with 
the mileage proportion. 

Sir Eugene Fiser: Will you be willing to give us the exact Amotntg 

Hon. Mr. Stevens: If you will undertake to pay it, if it is against.you. 

Hon. Mr. Dunning: There is a feeling that the Eastern Lines are. being 
starved. It will not take long to calculate this and see how it works out. 

Mr. Henry: It is eight per cent of expenses, and seven per cent of mile- 
age. General: Organization Expenses, $6,418.56. General Officers and Clerks, 
$12,288.17. f 

Sir EucENE Fiser: Does that include all salaries? 

Mr. Henry: ‘That includes those which are chargeable to betterments. 

Mr. Cooper: It is only the officials or staff who are assigned specifically to 
construction work. No proportion of the general office salaries is charged to 
betterments, | 

Sir Evcensr Fiser: -Does that include your Roadmasters’ salaries? 

Mr. Henry: No. 

Mr. Coorer: This is the superintendents’ account. 

Mr. Henry: Law, $18,960.47. Stationery and Printing, $6,655.18. In- 
terest during Construction, on the Eastern Lines, a credit of $7,950.44; for the 
balance of the system a charge of $362,232.15. Other Expenses—General, for 
the Eastern Lines, a credit of $2,063.87; for the balance of the system, a credit of 


$4,148.39. The grand total for the Eastern Lines is $1,269,097.41; and for the 


balance of the system, $43,724,677.16. 


Mr. Harris: Before you pass that item of. $44,000,000, Mr. Chairman, 
would it be asking too much of the C.N.R. to give us a statement from 1923 of 
the capital account items? 


Mr. Henry: In a similar manner? 
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Mr. Harris: The total showing of number 701 for the four years since 
1923, together with the retirements, and show, at the same time, the amount 
charged to Investment in Road and Equipment? 


Mr. Henry: You would like to have it divided between the gross amount 


and the net amount charged? 
Mr. Harris: The gross retirements? 
Mr. Henry: Could we do that, Mr. Cooper? 
Mr. Cooper: I do not think we could get it, in that detail, for 1923 and 


1924; probably we could from 1925 down. 


Mr. Harris: The previous question I asked was based on this. 

Mr. Cooper: You asked us if we used the same distribution. Now you are . 
asking us if we have the gross retirements, and the net. I think both answers 
were correct, that we used the same distribution for the five years, but we have 
more detail for the last three years than we had for the first two. 


Mr. Henry: More detail assembled at headquarters. These are made up 


by regions, and come into headquarters from the different regions. What Mr. 


Cooper has in mind is having to go back to the regions to get the details to meet 
your request.’ 


Mr. Harris: It would not be included in this statement a 1924, for 


instance? 


Mr. Henry: You have a similar.statement each year, but you are asking 
for a statement including the gross retirements and the net. Mr. Cooper says 
that for 1923 and 1924 it is doubtful if we have those figures readily available. 
= get them, we would have to send out to the regions. 

“Mr. Harris: We can. get it for 1925, 1926, and 1927? 

Mr. Cooper: We have this similar statement for the. five years. 


Mr. Harris: I understand that, but this statement does not get you any- 
where; it does not give you what is on the books now, unless you just take the 
aes statement of No. 701. It just tells you what is on the books, the grand 
total. ; 

Hon. Mr. Dunnine: That is the grand total for all time. 

Mr. Harris: We do not know what is on the books for any one of these 
particular items. 

_ Mr. Cooprr: I could not give you that, Mr. Harris; I could not divide our 
oot No. .701 up by this classification. Our account No. 701 goes back to 
Mr. Harris: I am not asking you to divide it for more than the five-year 
Bod. 

_ Mr. Cooper: I can give you that for the five years. 

Mr. Harris: That is, the net? ; 

Mr. Cooprr:* Yes, the net. 

Mr. Harris: Can you give us the gross? 

Mr. Cooper: The gross and net for three years. 

Mr. Harris: And the retirements? | 

Hon. Mr. Stevens: There is a very interesting question that I would like 
to ask, arising out of this item No, 701. We have the figure here of $1,914,939,- 
182. This represents Investment in Road and Equipment. It would appear 
from the analysis that we have just pursued, that the accounting staff is divid- 
ing the charges in a very reasonable way. We will assume that has gone on 
during recent years, and will be continued. This figure represents, as the Chief 
Accountant now intimates, an accumulation of accounts for fifty years. How 
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are we, as shareholders of this corporation, to judge of the real value of that — 
figure? Is there any suggestion from the Company’s officers of what mee that - 
figure really has? a 

Mr. Henry: It depends entirely on the basis upon which you are come tOne 
judge the value, Mr. Stevens, whether it will be judged by what it would cost to 
reproduce the property at present day prices, or otherwise. 

Hon. Mr. Stevens: The reproduction value, or replacement value, is a very 
fair value to you. 

Mr. Henry: On the other hand; the price scale is very much hignee now, as 
you know, compared to what it was ‘before the war. 

Hon. Mr. Dunnine: I suggested this to Mr. Henry some time ago. After 
all, it is all theoretical. , We are just trying to get some approximation. I asked 
the question as to the relative investment in road and equipment per mile on 
roads that are comparable with this one. The Canadian Pacific Railway of 
course, is not comparable, but Class A. roads in the United States are pretty — 
closely comparable. If you take a Class A. road that operates under Northern : 
United States conditions, and deal with it from that point of view. 

Mr. Jenkins: The New York Central, for mstance? 

Mr. Henry: The roads that are in thickly populated terminal districts have 
higher expenses. 

Hon. Mr. Stevens: Why is the Canadian Pacific not comparable? I am 
asking that question because you make the’ suggestion. Why would not the 
Canadian Pacific be more comparable than any of the American roads? 

Hon. Mr. Dunnine: The Interstate Commerce Commission lay down a 
system in their classification. ~But the Canadian Pacific have made changes in 
their system of accounting, and also changes in their usages. 

Hon. Mr. Stevens» You meau that they have not got the facilities to give — 
you the figures? Vie 

Hon. Mr. Dunnine: No. During the past, the Canadian Pacific have put — 
into the road revenues not charged in their investment account. So far as invest- 
ment in-road and equipment is concerned, there is, not a railway on the North 
American Continent that “compares, in that regard with the Canadian Pacific. 

Is that right? 

Mr. Henry: Very few of them, at any rate. 

Hon. Mr. Dunnine: They have worked it out in a different way. They 
have put money back into the road continuously, but not into the Any enone a 
account. ; 

Hon. Mr. Stevens: Supposing you took half a dozen leading American leads 7 
and compared them with this, how do they run? Do they show a fairly uniform b 
comparison? i Me 

Mr. Henry: Yes, in various sections they do. They run anywhere from 
$60,000 to $75,000 or $80,000 a track mile. But you have to make another cal- : 
culation, you must reduce it to an equivalent basis. The.ordinary road mile is Bi 
sometime 1, 2, 3, or 4 tracks, and you have to consider all these different elements a 
to get it down to a reasonable basis. For what we call ‘ ‘equivalent track mile’, 
based upon that, it would probably be from $60,000 to $80,000. a 
' Hon. Mr. Stevens: A double track line, for instance, would have a larger 
proportion of equipment than a: single track line? Iti is not just ee a differ-7ae 
ence in mileage? Bi, 

Mr. Henry: I am talking about the road sige | i 

Hon. Mr. Stevens: There would be a larger percentage of eden gat for 
five hundred miles of double track, than there would for one thousand miles of 
single track. | | a 
\ , ch 
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Mr. Howry: The figures which I gave do not include equipment.’ On the 
question of equipment, traffic, and other things, you have to consider the 
density of traffic to decide whether you have enough equipment. 

-~ Hon. Mr. Stevens: How are we to estimate the value of the road? This 
figure of $1,900,000,000 might include a lot of stuff that in the next ten or 
twenty years might have to be written off which would cause that figure to 
shrink a lot. Or would you say that this figure will carry itself along fairly 
uniform ?’ 7 } 

Mr. Henry: A good deal of that represents a pretty substantial permanent 
investment, that will be of considerable value later on. Whether it is too high 
or too low, from the standpoint. of its ability to produce earnings—which, I 
imagine, is the point you have in mind—is a questions] am not prepared to 
answer. 

Hon. Mr. Stevens: Let me get at it in another way. We are getting to 

the place now where we expect that this system will earn something on its | 
investment. other than its interest on the obligations to the public. Now, it is 
_not fair to ask the system to pay dividends on an abnormal valuation of these 
assets, although we may put the money in. It would be better for this country 
to write them down to a fair valuation, and then try to bring the earnings of 
the company up to that point, rather than to carry along a lot of dead assets. 
I am not saying that they are dead, but if they are they should be eliminated. 

Hon. Mr. Dunnina: I am very glad to hear you express yourself in that way. 

Hon. Mr. Stevens: That has been my opinion for many years. I think 
that great care should be taken not to write down these assets recklessly. I 
do not advocate anything of that character, but I think we ought to work out, 
some method of ascertaining the true value of these items. 

Mr. Henry: If it were in the United States, the equitable way to get at it 
would be to compare it with similar investments in roads of about the same 
traffic under the same conditions. If a road has a higher investment than the 
average, the chances are that it would not earn anything more than the average. 
The Interstate Commerce Commission are endeavoring to bring about that 
same thing. They have divided the country into regions, and they are endeavor- 
ing to bring about a scheme, the result of which will be that all roads in a 
certain territory will, on the average, earn five and a half or six per cent upon a 
reasonable investment. ; 

- Hon. Mr. Stevens: Would there be an insuperable difficulty in asking that 
such a comparison be made, and tabled? 

Hon> Mr. Dunnine@: It is the same thing that I have been trying to get at 
for months, but there are too many factors to work out to get it very quickly. 
Hon. Mr. Stevens: You join me, and we will see what he has to say. 

Hon. Mr. Dunnine: The Government is very much interested in getting 
that information, for precisely the same motive ee you have stated. They 
want to see if some practical way cannot be evolved of getting this picture of our 
Canadian National situation before the public in an understandable way. We 
do not want to rob Peter to pay Paul, but to get 1t on a basis which is defensible 
from a business point of view. It is a problem of great complexity. 

~ Hon. Mr. Stevens: I have no doubt of that, because one has merely to look 
at these accounts to appreciate the complexity of the whole matter. 

- Hon. Mr. Dunnine: If you had the accounts from the 97 companies that 
are involved, and their corporate relations one with the other, then you would 
appreciate what it is necessary to do to accomplish that, or to determine what 
_ the end is to be. That is, we could very easily gather, in the course of a few 

_ months, the material necessary to enable us to deal with the item that we are 
now looking at, No. 701, and to say that that item should be so and so, and it 
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should not be what it is. But when you come to the problem of diatribitin any Th 
reduction that might be made, having regard to the inter-corporate relations i 


which we inherited when we took over these companies, I can assure you it is a 


very difficult matter, but it is one which we should continue to strive to accom- | “ 


phish. Just to take one illustration, Mr. Stevens, without mentioning the 


company; here is, company which has a bond issue outstanding—one of these | 


associated companies—which represents a theoretical part of this investment. 
These bonds are not guaranteed by the Government, but ‘they are guaranteed 
by another one of the constituent companies comprising this aggregation. In 
turn, certain obligations of the second company have a relationship, from the 
point of view of guarantee, to the results of a third company. Now, if you agree 
te holus bolus, regardless of Government obligations, we will pay everything, 
why, then, you can commence to deal with it. But I doubt very much if you, or 
any ‘other business man, would agree to consider it on that principle. That is, 
you would want to weigh every “obligation, and see just what we really were 
entitled to pay. 
Hon. Mr. Srevens: I appreciate all that the Minister says, but I cannot 
see that that applies to the request which I made regarding item No. 701. 
Hon. Mr. Dunnina: If you forget that item No. 701 is.a consolidation then, 
of course, you are right, but the moment you recognize that item 701 represents 
a similar account in just short of 100 companies--— 


Hon. Mr. Srevens: There is no other system but what iat would apply to, : 


in a greater or lesser degree. 

Hon. Mr. Dunnine: But the Government would not be as foster father, and 
there would not be the finances of the company to obligate it. 

The CHatrMAN: Mr. Henry has the C.P.R.’s statement here, and he vill 
read you a few items. 

Mr. Henry: Property Investment, Including Railway Rolling Stioek Equip- 


ment, and Lake and River Steamers, at December 31st, 1927, pani to their — 


1927 report, is $686,387, hee Z 

Hon. Mr. Dunnine: That is a capital charge? : 

Mr. Henry: That is a capital charge that they carry in their direct 
account. } 

Hon. Mr. DuNNING: Bhersbddy knows that the actual Investment in the 
C.P.R. roadbed, and steamers, is away in excess of that. 

Mr. Harris: The Minister referred to Class A. companies in the United 


States, running in the northern zone. Might I ask if the same mn ph system — 


is followed by our road as is followed by the Class A. Ey aesie's 

Mr. Henry: Yes. x a 

Mr. Harris: How many Class A. roads are working off peeing and 
setting up a sinking fund? 

Mr. Henry: I think all of them, from 1907, have charged denracingen! or 
accounted for depreciation on equipment. Some of them have set up depre- 
ciation accounts on certain roadway items, but not very many. 

Hon. Mr. Dunning: Take the Grand Trunk Western, as an illustration, 
because 1t comes under the Interstate Commerce Commission; what do you do 
with the Grand Trunk Western? 

Mr. Coorrr: We accrue depreciation on the equipment. 

Hon. Mr. Dunnine: According to the standard set by the I.C.C.? 

Mr. Cooper: The Commission do not set a standard. While it is compulsory 
to take depreciation, the accounting effect on the carrier, which is allowed to 


choose its own rate, is somewhat nullified. When a road sets up an equivalent. 
of half of one per cent per annum, it is complying with the regulation, but it is. 


not getting anywhere. 
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Mr. Harris: How many use half of one per cent? 


_ _Mr. Cooprr: I took that as an extreme case. Until three or four years ago, 
we only had two per cent ourselves. 

Mr. Harrts: What is the other extreme? 

| Mr. Cooper: A road that wanted to retain its profits, and put them in 
reserve, would go up to six per cent. 


Hon. Mr. Dunnine: The Great Northern has done that. 


Mr. Cooprr: I do not know the percentages of the different companies. The 
Commission, by an Act of Congress in 1920, were instructed to go into this 
\question of depreciation. After seven years of study they have not yet reached 
the pomt where they can issue instructions as to what the carriers should do. 
They had a big body ofsexperts working on that, and they have had hearing 
after hearing. It is probably the most contentious question, in the railway 
accounting sphere, to-day. They issued an order last year requiring the carriers 
to set up depreciation on roadway property, as well as on equipment, but they’ 
immediately had to suspend the going into effect of that order. 

Hon. Mr. Srevens: I wish to say that I think the system followed by Mr. 
Cooper is a very sound one, if we were certain of the merits or the values lying 
behind this $1,900,000,000. That is the chief 'weak spot I can see. What merit 
is there in writing off the full cost of these, if you do not know what has been 
done for forty years out of fifty? To my mind, that nullifies the whole process. 
If you started at a given time with new equipment, and carried that statement 
right through, then I would be inclined to think it was just as good as if you 
carried the system of writing off all depreciation. But, to my mind, it is more 
or less vitiated in the absence of definite information about the real value -of 
this $1,900,000,000. e | : 

Mr. Harris: That would be quite right for a period of, say, fifty years, but 
when you are starting with a lot of new equipment, such as we have had in the 
iast five years with this particular road, then the observation of my hon. friend 
does not hold. : 
| Hon. Mr. Stevens: J am not inclined to enter into any controversy on 
that point. 

Hon. Mr. Dunnine: You both get back to the same point. 

Mr. Harris: In the meantime we are going up and down. 

Hon. Mr. Dunnine: We are on the switichback for a time. 


The CuarrMAN: Your contention, Mr. Stevens, is that there must be a lot 
of equipment on hand, materials, buildings, and bridges, which have been 
charged up at their actual cost and on which there has been no depreciation 


‘charged at all. | 
Hon. Mr. Stevens: I am not making any assertion, I simply do not know. 


Hon. Mr. Dunnina: It goes back into the years of corporate history when 
the investment in road and equipment, under No. 701, was made in the old way. 


Hon. Mr. Stevens: I have had the idea for some years that the best thing 
to do would be to make a physical appraisal of the whole system. 


Hon. Mr. Dunning: You “are looking rather at the symptom, and I am 
looking at the disease, that is the only difference between us. This problem is 
being wrestled with, but it will require a great deal of work and study. We are 
all the time discovering things in connection with the early history of the Grand 
Trunk, which we did not know before. One or two inconsistencies have come 
to light in the last year, which have affected some particular sections of this 
aggregation of companies, and which we tried to handle to the advantage of the 
system, when we discovered them. 
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The CuHamrmMan: I do not think it is necessary to-go into page 22. On 
page 23 we have simply :a detailed statement of the replacements and new 
purchases. 

Hon. Mr. Srevens: ’ As far as the locomotives are concerned, that will be 
dealt with when we receive this supplementary statement. 

Mr. Henry: Mr. Harris only asked for account No. 701. 

Mr. Harris: I asked for the items included on page 21, from 1 to 77. 

Hon. Mr: Dunnine: Did you understand that, Mr. Coopers 

Mr. Coorrer: I understand I had to give the net for five years, and ne 
gross and net for three years. u 

Hon. Mr. Dunnine: Could you do it on the individual items, as well as 
on the total? 

Mr. Cooper: Yes. 

Hon. Mr. Dunninca: ‘Tell Mr. Harris definitely what you can do. 

Mr. Cooper: I am not quite sure whether we can do it just as Mr. Harris 
wants it. We have a restatement of these investment expenditures, under what 
we call the Engineering Classification, and which gives us the gross and the net. 
It deals with the same total figure, but it goes into a little more detail. It does 
not classify them exactlytunder the same heading. 

Mr. Harris: But from one year to. the other they would be comparable. 

The CHatrMAN: Let us a now to page 25, “ Loans from Dominion of 
Canada ” 

Hon. Mr. DuNNING: You wanted to go into the outstanding bonds, Mr. 
Stevens, the other day? ; 

Hon. Mr. Stevens: Yes. f 

Hon. Mr. Dunnine: Is it necessary to read all these figures? 

Hon. Mr. Stevens: I do not know, not as far as I am concerned, but I am 
not speaking for the rest of the Committee. If they want to go into them, I 
have no objection. 

The CHAIRMAN: If anybody wants to ask ee I think in. That way 
we would get through it more quickly than by going through all these different 
items. 


“2 


Hon. Mr. Stevens: My difficulty is that I had a question on these original ~ 


accounts, which are a little different from the printed ones, but I think I can 
probably bring out my query as to that. You will probably permit. a question, 
Mr. Chairman; it is not quite in regard to these Loans, but what I was going to 
ask Mr. Cooper or Mr. Henry was this; there are retirements in connection 
with the Public Debt, set forth in this statement of accounts. 


The CHAIRMAN: What page is that on, Mr. Stevens? 

Hon. Mr. Stevens: The page is not numbered. : - 

Mr. Cooper: It is in the Foreword of the report. 

Hon. Mr. Stevens: Setting forth the new issues ané the retirements. 

Mr. Cooprr: They are also shown on page 7 of the printed report. 

Hon. Mr. Stevens: That is all right. 

Hon. Mr. Dunninc: We do not need to go into the other one, then. 
: Hon. Mr. Stevens: It is in the preliminary statement of Sir Henry Thorn- 
ton; I presume it has really to do with the bonded indebtedness. There is an 
item, Equipment Trust Certificates of various issues, $5,291,400. Will Mr. 
Cooper please explain that item? 

Mr. Cooper: These are instalments of certain equipment issues which fell 
due for retirement during 1927, and NGle paid off. We 
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Hon. Mr, Stevens: As'I understand it, the Equipment Trust Certificates are 
‘sold in connection with the.purchase of equipment? 


Mr. Cooprr: Yes. 
Hon. Mr. Srevens: And, on each payment you pay interest and retire a 


~~ 


certain amount of the principal? 


Mr. Coorrr: Yes. 

~ Hon. Mr. Stevens: It amortizes itself over a certain period of time?» 

Mr. Cooprr: Yes. 

Hon. Mr. Srevens: The query I really want to make is this; were these 


payments the normal payments within the life of the equipment? 


Mr. Coorer: Yes, shorter than the life of the equipment. 
Mr. Henry: They are made for varying periods, fifteen or twenty years, 
and one-fifth is paid each year. 

_ Hon. Mr. Stevens: Do you think this is the proper place to bring them in 
and show them? I thought they would be a sort of self-sustaining thing, a part 
of the separate obligations and not a part of the general obligations of the Com- 
pany. 

Mr. Henry: You think they should be retired out of revenue? 
Hon. Mr. Srevens: Yes. j 
' Mr. Henry: They are not, under our system. 
Hon. Mr. Stevens: Why should they not be? 
_ Mr. Henry: They do not relate, to the life of the equipment particularly ; 
it may be a fifteen’year series. That would mean that the whole of the capital 
would be retired in fifteen annual payments, whereas the life of the equipment 


might be thirty years. 


g 


Hon. Mr. Stevens: I will admit that I am a bit ignorant of this, but as I 
understand it, we buy a locomotive, we issue a Certificate, a Bond, or an Equip- 
ment Trust Certificate. I do not know what length it is, but the period of these 
certificates is based upon the general expectation of the prospective life of that 
implement, whatever it is. 

Mr. Henry: No: There is a very substantial margin of safety. 

Hon. Mr. Stevens: Very good. 

Mr. Henry: The margin of safety is probably not over sixty per cent, and 
even then you have a 25 per cent cash investment over and above it. 

Hon. Mr. Stevens: My point is, that the genius of the whole Equipment 
Trust Certificate is that over years of experience certain terms have been 
accepted as reasonable for the life of that equipment, plus a margin of safety. 
Would you not agree with that? | 

_ Mr. Henry: Yes. But that has not got anything to do with the operating 
expense at all. The operating expense is designed on a different basis; one is 
the depreciation, the other is a sinking fund for the purpose of retiring the bond. 
But the bond itself may not and does not as a rule have any relation to the life 
‘at all. 

Hon. Mr. Stevens: Should not that bond, however, be retired out of the 


earnings of the Company? 


Mr. Henry: I do not think it should, as a general rule. That rule should: 
only apply in a case where the two of them synchronize. 

Hon. Mr. Stevens: And if they do not synchronize with that portion, we 
will say 60 per cent, if you like, of the life of the equipment, the margin of 
safety would ‘be 40; 40 is the only part which should be paid out of the renewal 
or a further issue of the bonds? . 
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Mr. Henry: The answer is that it is not done that way. The reason for 
that is, because one is a financial transaction and the other is an operating 


transaction. If you could relate what your issue to the public is, with the life,, © 


there might be something in it, but it is not done that way. That i 18 as good 
an answer as IJ can give. 


_ Hon. Mr. Stevens: Here is the point. You made an issue of $83,896,000 ! 


of new bonds? 
Mr. Henry: So far as Equipment was concerned, last year we issued— 
Hon. Mr. Stevens: $15,000,000 Equipment Trust, Series J. Bonds; 


$15,000,000 ‘is here, part. of which, $5, 291,000, was used to retire existing Equip- | 


ment Bonds? 


Mr. Henry: $5,291,000 of those were—that was the capital—they were 
used to retire the payments on account of capital, the annual payments on 
account of principal of these Equipment Trusts. 

Hon, Mr. DunnNING: We could not use it up. Take into account that when 
equipment retires from service it is all written off; if you take the picture in 
that way, you can see it. 

Major Bett: You take your capital charge for ouipmenl When you 
buy it, instead of working off $5,000.000 every year for fifteen years, pay it all 
at once and then retire your equipment in the way we do it. 

Hon. Mr. Stevens: But you are retiring this $5,291,000 within a year after 
you issue the $15,000,000. 


Major Beni: Instead of paying the whole thing at once, we spread it. 


over fifteen years, which is the usual way. It used to be twenty years. Say 
- we buy $75,000,000 worth of Equipment, it would be spread over a term of 
years at $5,000,000 a year. Of course the whole $75,000,000 could be paid at 
once. 

Mr. Henry: That is met out of the general issues guaranteed by. the 
government but not specifically applicable to that equipment. ’ 

Hon. Mr. Srevens: In other words, all your issue for Equipment Bonds 
goes for new Equipment? 

Mr. Henry: Absolutely. 


. Hon. Mr. Stevens: This $5,291,000 is not taken out of the $65, 000, 000? 


-Mr. Henry: Yes, indeed, it comes out of the $65,000,000, But it is not 


a specific Equipment Issue. 


Hon. Mr. Stevens: Let me ask this question. Can Mr. Cooper tell me 
if this is the system followed by the American Roads; do they follow this 


classification of accounts? 
Mr. Coopsr: Without exception, Mr. Stevens. 
Major Bexu: It is known as the Philadelphia plan. : 
Hon. Mr. Stevens: And this is following the Philadelphia plan? 


Major Beri: It is following the Philadelphia plan, which was inaugurated 


over there. 


Hon. Mr. Dunnine: If the retirement system were not followed, it would 
ball up the whole works. Ce 


Mr. Cooper: Yes. 


Hon. Mr. Dunnina: If writing off the equipment at the time of retirement 
were not followed, it would throw the whole thing out of gear. 


The CHAIRMAN: Are there any other items arising out of page 25? 


Pelt ' % 


Hon, Mr. Stryens: There was another a cea but it has eae te stale a. 


in my mind. Go ahead. 


X 4 
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The Cuatrman: You had/a couple of questions you wanted to put, when 
we came to the Funded Debt? 


Hon. Mr. Srevens: You may go ahead, as far as I am concerned. 

The CHatrMAN: Now let us turn to page 26. 

Hon. Mr. Stevens: This thing is so complicated that unless one sticks to 
it he cannot follow it. Three weeks ago, when these statements were first 
given to us, I checked them over but have not looked at them since. There 
i ny item here somewhere of an amount due of $40,448,000, interest on public 

e 

The Cuatrman: It is on the Test half of page 27, Interest Accrued 1927. 

Sir Eueene Fiser: It is in the second column. 

Mr. Henry: That appears in the Income Account, page 15, item 546. 

Hon. Mr. Dunnine: It is interest accrued in 1927. 

Mr. Henry: That item represents the amount of interest accrued in the 
accounts, that is, interest on funded debt accrued in the accounts during 1927. 

Sir Evcene Fiser: These are the amounts due to the public? 

Mr. Henry: Amounts due to the public. 

Mr. Jevuirr: How much of that has been paid out of the earnings of 
the Company to the public? 

Mr. Cooper: In the 1927 calendar year, we were short of earning that 
full amount, $2,182,373. 

Mr. JevuirF: Was that in 1926? 

“Mr. Cooprr: 1927. 
Hon. Mr. Dunnine: What did you have-in excess of the retirements the 
_ previous year? er 

Mr. Cooper: $4,556,639. Taking the two years together, we had an 
excess of $2,270,000 over and above the full interest due to the public, and if 
you take the two government fiscal years, March, 1927, and March, 1928, in : both 
_ years we earned the full interest due the public. 

Mr. Jituirr: How much of that will fall due this coming year? 

Mr. Coorer: I do not know. 

Mr. Jevuirr: Can you figure out the items here? 

Hon. Mr. Dunning: At the time of maturity, tell us that. A's I remember 
it, we have not very much this year. There is an issue of Equipments there, 
Equipment Trust Series. 

Mr. Cooper: In the budget of 1928, we are asking for $9,684,755. 

Sir Eugene Fiser: What is the amount? 

Mr. Cooper: $9,634,000. 

Mr. Jevuirr: That is, to retire a portion of the funded debt falling due. 

Mr. Coorrr: Payments on Equipment Trust Notes and other capital debt. 
’ Mr. Jenxins: These items guaranteed by the Province of Manitoba, do 
. you retire those, and those guaranteed by other provinces? 

Mr. Cooper: Probably provision will be made in the 1929 budget to retire 
them, but that does not come up this year. 

Mr. Jenkins: Or -there may be a reissue. 

Mr. Cooper: Yes. 

Mr. Jenxins: They are guaranteed by the different provinces, but are pay- 
ne by the Dominion. 

Mr. Coorer: I do not know about the Dominion guarantee. 


whe 
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Mr. Jenxins: Wil! you retire those as hes come due in 1929 er 1930? et 


Mr. Cooper: I would say we would. 


Hon. Mr. Dunnrns: Each province has as security for its guarantee a 


mortgage on the road. 
Mr. JENKINS: You treat these just as they come due? 


Hon. Mr. Dunnine: It will be a question of policy of the government of | 


the day, when they mature: I cannot conceive of any government allowing that 
piece of road to go for the amount against it. 


Hon. Mr. Srevens: Have you ever been in the poaton of calling up a 


province to make good its guarantee? 

Hon. Mr. Dunnrna: I was in the position of being called upon by Major 
Bell, when I was Provinical Treasurer of Saskatchewan. I did not pay him, 
I paid the bondholders. I proceeded to take/advantage, as any Provincial 


Treasurer would, of the terms of the Trust Deed. The Dominion Government , 


of that day were aware of the terms of the Trust Deed. They allowed me to 
pay three payments, but did not allow me to pay the fourth one, because that 
would have put me in possession of the road. After that they allowed the pay- 
ments to lapse, and then let me pay another three. But that is all over now. 

Hon. Mr. Srevens: In regard to the guarantee of the British Columbia 
section, has the interest been earned upon that, I mean, has the interest been 
paid out of the earnings of that section? 

Mr, Cooper: It is not segregated. 

Hon. Mr. Dunno: There is no segregation. 


Oa 


Hon. Mr. Stevens: I do not suppose there is any need of copra when 


you adopt the policy of paying, but suppose you follow it to the extreme and 
say you will let the province take.this, you will then have to segregate it, to 
determine what is past due. 


_ Major Brix: Do you speak of the British Columbia line now, a Stevens? 
Hon. Mr. Stevens: Yes. 
Major Beuu: It does not earn. the interest. 


Hon. Mr. Srevens: Is the interest guaranteed by the Province of British 
Columbia? 


Major Betu: That is guaranteed by the Province of British Columbia. 
Hon. Mr. Stevens: They are more or less in default? 
Major Bett: We could put them in default. 


Mr. Jenkins: But you would have to give them credit for the: business 
originating on their line, would vou not? 


Major Bretu: There would be a long legal fight over it. 


Hon. Mr. Dunnine: If we ceased paying them, British Columbia would a 


have to pay the bondholders, and under the Trust Deed the British Columbia 


government would take possession of the road. What we would do then would — 


depend upon negotiations. 
Hon. Mr. Stevens: It has not earned interest, on that section? 


Hon. Mr. Dunnine: I do not think anybody has, and I do not think you do! 


Hon. Mr. Stevens: I do not think so, either, but-I should think within the 
last two years it would be approaching that condition, with the increase of 
traffic. 

Major Bet: The benefit is increased traffic, increased business, which nie 
would not have if they took it over. 

Mr. Jenkins: It would break up the road. 


ae 
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The CuatrMaNn: | do not think we need to take up page 28; that is, Statistics 
of Rail- Line Operation. The same with page 29. 

Hon. Mr. Dunnine: These are all simply informative statenients of tonnage 
and so forth—I do not think there is anything there—and a schedule of the 
company’s present situation. 

I think that pretty well completes the accounts, Mr. Chairman. 

The CHatirmMan: The only aes we have to determine now are the 
questions Mr. Harris asked. 

Hon. Mr. DunntNG: There was a oan asked the other day, upon which 
you are obtaining information, Mr. Cooper. That was not your question, Mr. 
Harris? 

Mr. Harris: Yes. 

Hon. Mr. Dunnine: The Toronto business, Toronto and Scarborough. 
Are there any other questions, Mr. Chairman, relating to the accounts, or any- 
thing that we should raise, to give the staff time to get it? 

The CrHamrman: I do not remember any others than those I have. mentioned. 

“Sir Evcenn Fiser: We might ag well adopt the report, and proceed with 
the evidence as to the Estimates. 

The CuairMan: If you are satisfied, will you move the adoption of it? 

Sir Evcene Fiser:. | will move that the report be adopted. 

Hon. Mr. Stevens: Just one moment, Mr. Chairman, I think probably 
we might as well wait until we get the answers to these ene before we 
ee the report. There is no rush about it. 

~ Hon. Mr. Dunnine: \No rush at all. | 

The CHAIRMAN: Mr. Harris’ questions will take some kine 

Mr; Harris: I understand they will not take much time. 

The CHAIRMAN: Can you have the information ready by Tuesday, Mr. 
‘Cooper? DSi . | 

_ Mr. Cooprr: I think so. 

Hon. Mr. Dunnine: I move, Mr. ey a that we adjourn until Tuesday 
next. 


The Committee adjourned until Tuesday, April 24, 1928. 
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MINUTES OF PROCEEDINGS 


Room 429, Housr or COMMONS, 
Tuuspay, April 24, 1928. 


The Select Standing Committee on Railways and Shipping, owned, operated 
and controlled by the Government, opened proceedings at 11 o’clock a.m., this 
date, Mr. Goodison, the Chairman, presiding. 


Members of the Committee present: 

Messieurs: Bell (St. Antoine), Cantley, Chaplin (Hon. J. D.), Stewart 
(Leeds), Duff, Dunning (Hon. C. Ay Fiset (Sir E.), Goodison, Harris, Jelliff, 
Jenkins, McLean (Melfort), Milne, Power and Stevens (Hon. H. HH. vB. 


Sir Henry Thornton, President; Mr. Hungerford, Major Bell, Mr. Robb, 
Mr. Ruel, Vice-Presidents; Mr. R. A. C. Henry, Mr. Cooper, Mr. Doherty, and 
numerous other officials of the C.N. Railways and Merchant Marine, were in 
attendance. 


On opening the meeting the Chairman stated that questions which had been 
asked at the previous meeting, the answers to the same had now been prepared 
and would then be submitted to the meeting. Mr. Henry was asked to read the 
answers prepared, and the same were incorporated in the record of proceedings, 
as follows:— 

1. Balance Sheet of Central Vermont Railroad as of the approximate date 
of the flood. 

2. Statement of the food conditions and the damage which ensued therefrom. 

3. Statement of the amount of money included in items 2 and 3, page 21 
of the annual report under the caption ‘‘ Roadway ” which related to land and 
grading during 1927, charged to this account, in respect to Toronto and the 
Township of Scarboro, but not included in the terminals. 

4. Memorandum re Equipment Trusts, and the relation of same to the 
Accounting practice with respect to the equipment retirements and the charges 
to operating expenses. ; 


Some further discussion on Canadian National Railways and equipment. 
Annual Report of the Government Merchant Marine taken up. Assets and 


_ Liabilities and Capital discussed; Operating Account and Deficit Account dis- 
cussed at some length. 


Report Adopted. 


| It was Geeta by the Committee that a general report would ie submitted 
to the House after all matters had been considered. 


Committee adjourned to meet again de inntee Wetnevtay at 11 o’clock 
a.m. 
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MINUTES OF EVIDENCE 


_CoMMITTEE Room 429, 
House oF COMMONS, 
Tunspay, April 24, 1928. 


The Select Standing Committee on Railways and Shipping met at 11 
o’clock A.M., the Chairman, Mr. W. T. Goodison, presiding. 


The CuatirMAN: Gentlemen, we will proceed. In the first place, there 
were some questions asked to which answers were to be given this morning. 

Sir Henry Tuornton: Mr. Henry, will you give the answers to the ques- 
tions which were asked? 

Mr. Henry: Mr. Harris asked for the balance sheet of the Central Ver- 
mont Railroad as of the approximate date of the flood. I present herewith 
the balance sheet. ~ 


CENTRAL VERMONT RAILWAY COMPANY 


BALANCE SHEET AT OcroBeR 31st, 1927 
ec ee ee 


Liabilities 


Assets 
~. $ cts $ cts 
Investn.ents— Stock— 
701) Investment in Road Equipment...... 22,850, 402193) coll, cOapitanstOCKae nce e hee «ks ate Pale trate 3,000,000 00 
702} Improvements on Leased Railway 
IRTODEL GY. teh rere eae ceeshera tage wear ees 842,103 87 Government Grants— 
705| Miscellaneous Physical Property....... 26,553 50] 754) Grants in Aid of Construction......... 58,560 00 
706} Investments in Affiliated Companies. . 333,228 51 ne 
Unpledged Pledged Long Term Debt— 
“A” Stocks....$ 1,400 00 $141,516 92 755| Funded Debt Unmatured... ......... 13,898,165 25 
—**B’*-Bonds.. 1 00 757, Non-Negotiable Debt to Affiliated 
“TD? Adavnces. “190. CVA TBanal). Neues WoMpPaniose aye hea eam Eel sh 20,411,319 07 
————————— ‘*A’’ Notes.. ...$ 8,041,905 52 
707 Other vestments uo seiey caer. aber ry ne 75,101 00 “B”’ Open Accounts..... 12,383,139 31 
A” Stocks. . JOULO0 RSS eae “C” CON.R.. Current 
HpEaa PR ONGS ely te cp on eee 75,000 00 Advance Account.. 13,725 76 
Tea Oe SadgT RASTA BABE SLRS AVES. CilGS Dah CARINE Ve CLITA aw STD 
Total Investments............... 24,113,386 81 Total Loag Term Debt....... .| 34,304, 484 32 
Current Assets— Current Liabilities— 
TORO ASE Carey tyre aed mits Mente ian tia 423,713 92) 759} Traffic and Car Service Balances 
711} Special Deposits............. Ty tN ats 242,138 00 Pavablowenc dt epine wea) WU RMN aes 501,019 06 
712} Loans and Bills Recervibte Re nth ah ot rae / 6,116 56} 760} Audited Accounts and Wages Payable. 447,964 25 
713) Traffic and Car-Service Balances Re- 761| Miscellaneous Accounts Paes ake 4,015 70 
COL VA lea eae: iis slays ae eran 453,719 31| 762) Interest Matured Unpaid.. eh ee 247,031 76 
714| Net Balance Receivable from Agents 764] Funded Debt Matured Unpaid. MONE 3,200 00 
ANG Conductors. wi yen wes cee 105,532 15| 766; Unmatured Interest Accrued.. ys 199,070 77 
715| Miscellaneous Accounts Receivable... 233,028 97) 767] Unmatured Rents Accrued............ 916 66 
*716| Material and Supplies.................. 788,908 11} 768] Other Current Liabilities.............. 904 10 
717| Interest and Dividends Receivable.... 1,250 00 
719) Other Current Assets.................- 78,948 77 - 
Total Current Assets........ eA NBR CH ajey ft) Total Current Liabilities........ 1,404,122 30 
Deferred Assets— Defegred Liabilities— 
720) Working Fund Advances............--. 3,827 59| 770| Other Deferred Liabilities............ 225,572 87 
721} Insurance and Other Funds..... EU sehnen 9,393 76 Seo 
722) Other Deferred Assets................- 8,226,829 16 
SSS ees Unadjusted Credits— 
Total Deferred Assets........... SP24OCO50rD Wir hes eae ea DIE yon teat aia) acco selene Gistelctn ee 102,824 08 . 
/ S| Oh, Accrued Depreciation— Road AU Sikes ages 226,827 45 
Unadjusted Debits— 776 eka tae 843,327 54 
723| Rents and Insurance Premiums paid in 778| Other Unadjusted Credits.. ee 248, 740,40 
EME VSIDCOC AN Gi. Nar WAR Gunshot ata cele 5,405 48 i —_—_—_——_——— 
725| Discount on Funded Debt............. 38,243 88 Total Unadjusted Credits....... 1,421,719 47 
727; Other Unadjusted Debits.... 124,924 86 saa ea 
ont EI TE Corporate Surplus— 
‘ Total Unadjusted Debits........ 168,573 72| 779| Additions to Property through Income 
ORS eee AHA SULDIUB oe ine Ree ER 48,394 21 
784| Profit and Loss—Debit Balance....... 5, 607,486 34 
" Total Corporate Surplus......... 5,559,092 13 
Crand Total.........5...5.3..)..] 34,855,366 83 Grand Rotaliacrn: (ave awiles 34, 855,366 83 
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Sir Henry Tuornton: Mr. Harris also asked for a statement of the flood 


conditions and the damage which ensued therefrom. I will file that statement. p) 


The Central Vermont Railway is a North and South Line, extending 
from St. Johns, Que., and Rouses Point, N.Y., where it joins the Canadian 
National Railways, to New London, Conn., together with several Branch 
Lines with a total mileage of 433.3 ‘miles of roadway. ae 

It-is composed of two Divisions, viz., the Northern and Southern. \ 
The Northern Division main line extends from St. Johns and Rouses Point 
through St. Albans, Essex Junction, Montpelier Junction, White River 
Junction to Windsor a distance of 173 miles, where it connects with the | 
Boston and Maine Railroad. From this main line there are branch lines ~ 
running generally East and West out of St. Albans, Essex Junction, and 
East out of Montpelier Junction. 

The Southern Division starts at Brattleboro, 49 miles South of | 
Windsor, connection bemg made with the Northern Division by running — 
rights over the Boston and Maine between these points. The main line 
of this division runs through Millers Falls, Palmer and Norwich to New 
London where it connects with the New York, New Haven and Hartford ~ 
Railroad, and steamers to New York. There is s also one branch line from 
Brattleboro to the West. 


The Northern Division runs ene the Green Mountains from near 
St. Albans to its Southerly limit at Windsor, and as is usual in moun- 
tainous territory the railway tracks follow the valleys of the main water 
courses. From Burlington on Lake Champlain the railway follows the 
Winooski River for a distance of forty miles to Montpelier Junction, the 
Dog River a further distance of fifteen miles to the divide, and from this’*: 
point South down the valley of the White River forty-six miles to White 
River Junction, where the White River flows into the Connecticut River. 
There are numerous small streams and feeders for these rivers, and many 
power dams. 

Commencing in the evening of Wednesday November 2nd there was 
a continuous rail fall over this part, of the country, and particularly heavy _ 
in the mountains adjacent to the railway. The Weather Bureau Reports 
show that in the vicinity of the Central Vermont Railway from 9.00 p.m. 
November 2nd to 12.00 noon November 4th, a-total.of 39 hours during 
which 8.6 inches of rain fell. The greatest rain was during the first 30 
hours and the heaviest fall from 3.00 to 4.00 p.m. November 3rd when — 
0.62 inches of rain fell. Hs 

The effect of such a tremendous solver at water in the motnbains Mg 
can be readily imagined; the precipitous nature of the country induced 
a rapid fall from the hills into the valleys, where the tributary streams 
and feeders soon gorged the main rivers, causing an overflow from their 
banks into the valleys which soon became raging torrents running about — 
twenty-five feet above the normal !evel. Increased by dam’ failures | 
letting loose large volumes of impounded waters to add to the main fall) 
the force of the torrents carried all obstructions before it, and in some — 
cases washing down the natural hills and widening ravines. Buildings in 
the valleys, highway and highway bridges, railway bridges, embankments 
and fills, telephone and telegraph lines were entirely swept away or 
damaged in the mad rush of waters, and where several converging streams 
joined the main water course as at Montpelier and Waterbury the lower 
parts of the towns were submerged. In many cases the most severe 
damage was caused by wooden highway bridges and buildings — being — | 
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pied Hawn Be ifie streams to ‘the steel railway bridges where a dam 
was formed and blocked the water so that the added pressure swept the 
railway bridge and approach away. 
‘Commencing at the North end and where the Central: Vermont joins 
the Canadian National Lines and proceeding South the following brief 
summary of the damage may be of interest:— 


% 


MAIN LINES 


St. Johns to St. Albans, 42.00 miles; embankment was badly washed 
out back of North and South abutments of bridge just North of St. 
Albans, repairs made and line open for traffic November 7th. 

St. Albans to Essex Junction, 24.00 miles; no serious damage and line 
open November 5th. 

Essex Junction to Williston, 4.00 miles; only minor repairs required 
and line open November 6th. 

Williston to White River Junction, 90.00 miles; this Section of the 
main line received the full force of the storm and was badly wrecked, 
steel bridges carried off masonry and washed down stream and broken - 
up, piers and abutments damaged, torn down or undermined, embank- 
ments across main river and tributary valleys damaged or washed away, 
side hill cuts undermined and carried away, of which the following is a 
partial list :— 


Seven steel bridges completely wrecked, will require about 1,800 
linear feet of temporary trestle to pass trains. Nine bridges were partially 
wrecked and wiil require temporary work. ‘Twenty-four other bridges 
with minor damage and probable undermining of piers and abutments. 
Forty-eight bridges in all on which more or less repairs will have to be 
made. 


The embankments across valleys and streams were more or less 

damaged and washed out the most serious being adjacent to the bridges 
and on side hills where the rush of water was augmented by the failure 
of dams across streams letting loose large volumes of water against the 
embankments. Preliminary survey of the damage to embankments shows 
that of a total of 90,miles on this section; 69.7-miles good -or only 
slightly damaged, 4.2 miles more damaged but passable for ballast trains, 
6.6 miles will require cribbing up to five feet so.that the track can be 
refilled and lifted, 5.8 miles will require heavy cribbing or trestle bents 
on sills, 1.1 miles of pile trestle required to pass over deep holes, and 1.4 
~ miles of banks have fallen into the river and. line will have to be diverted 
and rebuilt, and 0.6 miles of bridges entirely destroyed or badly damaged. 
‘The most serious loss of embankments is between Williston and Mont- 
- pelier Junction a distance of 28 miles. 
From White River Junction to Windsor, 14.00 miles; roadbed was 
slightly washed in numerous places and repairs were made and line 
restored shortly after the disaster. At Windsor the Boston and Maine 
Railroad is used South to Brattleboro a distance of 49 miles where the 
Southern Division of the Central Vermont commences and runs south a 
distance of 121 miles to New London. Very little damage occurred on 
this part of the line, and this was confined to the Northern end between 
Brattleboro and East Northfield a distance of ten miles where only slight 
- damage to roadbed was reported and speedily repaired. 
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BRANCH LINES 


St. Albans to Richford, 27.48 miles; for the first 18 miles out Nig 
St. Albans there was ;very little damage and service was possible to 


Enosburg Falls. From Enosburg Falls to Richford 95 miles the damage 


was heavier, embankments were washed out for a depth of 6 to 8 feet 


and track carried away and one bridge abutment damaged. py 
Essex Junction to Burlington,.7.85 miles; two large bridges near 


Burlington were completely wrecked, the central piers being demolished — 


and steel spans washed in the river and destroyed. Two new steel bridges 
will be required. “There was also some damage to the roadbed. — 


Essex Junction to Cambridge, 22.29 miles; there was very severe 
washouts on some parts of this branch and slight-damage over almost all. 
Near Cambridge the entire roadbed was washed away. The large bridges 
were not damaged. | . 


Montpelier Junction to Barre, 7.96 miles; the principal damage on 
this ine was between Montpelier and the Junction, one bridge was 
entirely wrecked and several others damaged. Embankments were washed 
out to a depth of from 4 to 12 feet and the ballast in many places entirely 
swept away. Both Montpelier Junction and Barre Yards suffered severely 
and high embankments were washed out at the ends of bridges in several 
places. / | ane 


The West River Branch, 35.45 miles; this branch has been severely 
damaged, one large steel bridge was completely wrecked, and several 
others badly damaged. The embankments are washed out in several 
places and slides have occurred burying the track with dirt and refuse. 
Reports on this branch are not yet complete. 


The following is a summary of the estimated total cost of restoring 
the railway to its former physical condition.’ This estimate is however 
based upon the temporary work being done under normal Winter weather, 
should severe or abnormal weather occur the cost -may be increased by 
at least 25 per cent. é 
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Mr. Henry: Mr. Harris also asked for a statement of the amount of 


money included in items Nos. 2 and 3, page 21 of the annual report under the — 


caption “Roadway,” which related to land and grading during 1927, charged 
to this account, in respect to Toronto and the township of Scarboro, ‘but not — 4 
‘acluded in the terminals. I would like to read a memorandum in regard to 
that. ; eA a 

The question asked by Mr. Harris on April uk (page 81) was for the 
amount of money included in the item of $2,673 627.7 
tion Purposes” of the Expenditures, less Retirements, during the year 1927, — 
applicable to. Investment in Road and Equipment, 2 ae in Toronto and in | 
the Township of Scarboro, exclusive of the Toronto Terminals Railway, and, ks 
secondly, the same information with regard to “Grading”—$5,215,023.57; : 

The answer to the first question is: Cr. $12,057.15; 

The answer to the second question is: $272,153.75. 

It may be explained in this connection, that thelarge area of land pur- 
chased by the National Railways at Searboro, embracing 294 acres, cost $455 ,- 
653.91 and was purchased for the purpose of supplying material which could > 
be used for fill along the waterfront, partly on account of the Canadian National 
Railways and partly on aceount of the Canadian Pacific Railway and partly on 
account of the Toronto Terminals Railway. An® arrangement has been made 
with. these parties for the supply of.this filling. After the filling has. been taken _ 
out, it is the intention that a new yard shall be constructed at Scarboro for the — 
purpose of handling more economically the business into and out of Toronto. The 
cost of this land is included in Unadjusted Debits pending the change in the/yard | 
at Danforth. Up to the present time there has been supplied from this area 653,- _ 
297 cubic yards. | . | 

Mr. Harris: I might say that Scarboro Township will greatly appreciate - 
the information that a yard is to be established there. : iy f 

Mr. Henry: Mr. Stevens asked for an explanation regarding the operation 
of the equipment trust and the manner in which it is handled in the accounts. I 
would like to file that statement, and’ also a statement to the extent in which 
_equipment trust financing is done in the’ United States and also a statement show- | 

ing what some of the representative railways of the United States do. : 


Memoranpum Re EouieMentT TRUSTS AND THE RELATION OF SAME TO THE 
AccountiInG Practice With ReEseecT TO THE EQUIPMENT RETIREMENTS 
AND THE CHARGES TO OPERATING EXPENSES he ie 


In Canada and the United States it has been the practice for many 
years to issue Equipment Trust Securities for the purpose of securing — 
funds to purchase a large proportion of the rolling stock used in railway — 
operation. : : ait Mh 

There are several types of equipment trusts, but the most widely 
used is based upon what is. known as the “Philadelphia Plan.” Under ~ 
this plan there are three parties involved, a railway company, 4 rolling — 
stock company, and a’trustee. The railway company agrees to lease 
the equipment from the rolling stock company and to pay in the form — 
of rental an amount equal to the interest upon the securities to be issued _ 
and sufficient to retire the serial payments on account of principal | 
annually or semi-annually, as the case may be, until all the securities — 
have been paid off. The rolling stock company pledges the lease with — 
the Trustee, who, in turn, issues equipment trust notes to the public. — 
The railway company does not obtain title to the equipment until the — 
equipment trust notes have been fully retired.. The period of the equip- — 
ment trust is usually from ten to fifteen years. eo, 
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The accounting procedure required by the Interstate Commerce. 
Commission regarding acquisition and retirement of equipment is as 
follows: ier 

When equipment trust notes or other securities are issued to provide 
funds for the purchase of new equipment, the par value of these securities 
is added to the funded debt of the system. All equipment acquired is 


charged to investment account at cost. When any portion of the funded 


debt is discharged, naturally the liability account is reduced to that 
extent. As and when equipment is retired from service, the investment 


. account is reduced by taking therefrom the value at which such equip- 
- ment was carried in such account, and the resultant loss, less any salvage, 


is charged to operating expenses. From this it will be seen that, having 
discharged the liability incurred for the purchase of equipment, and 
having retired from service the equipment itself, the capital investment 
account and the capital liability account have both been purged of the 
amounts previously included in respect to such equipment, and the loss 
due to the wearing out of the equipment in service has been met by 
charges against operating account. — - 
-  Thatiis the practice on our Canadian Lines. The practice on the 
Lines in United States is similar except that the loss is taken care of by 
depreciation accruals as required by the Interstate Commerce Commission. 
A question regarding accounting procedure was raised at this Com- 
mittee last year. Inquiry was then addressed to the Director of Account- 
ing of the Interstate Commerce Commission as to the correct method 
of accounting for these certificates and reply was received indicating 
that the method adopted by us was in strict conformity with the require- 
ments of the Commission, : 


Orrawa, April 24, 1928. 


Statement of Capitalization of Class I Roads of the United States, 


_ December 31, 1926 
Stocks— 


Govino ee, $5,985 372 148 
Pieter 1, 740,641/579- $7,685,018: 727 


Funded Debt— 


Mortgage Bonds.. .. .. .. $ 7,744,026,315 
Collateral Trust Bonds.. .. 1,005,865,130 
Income Bonds. os 33 280,892,876 
Miscellaneous Obligations . 472,124,476 
Equipment Obligations.. .. 1,068,604,082 $10,571,512,879 


Total Railway Capital Outstanding. . $18,256,526,606 
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Mr. Haney: I think that clears up all the questions. 


Sir Henry Tuornton: The questions have all now been arigweredt ay 
Chairman. We will be glad to follow your wishes as to further procedure, f 


The Cuarrman: I think the answers to these questions clear up what y Ww 
have in the anhual report of the Canadian National system: Is it your pleasur 
to adopt the report? — ae 


Mr. Harris: We did not have the pleasure of having Sir Henry Thon Z 
ton with us in the room for the last two meetings— ‘ ee 


The CHAIRMAN: .We certainly missed him. 


Mr. Harris: —and I wonder if he would care to make any “observation q 
with regard to the situation we find with reference to the investment in road — 
and equipment. This item ds mounting quite rapidly, and the present system of 
keeping records a not such as to lend itself to arriving at any determina 
of the amount of sinking fund which might be later reflected in the balance ‘sHeet 
or the operating account. J would like to ask if there is any way we can boi 
an idea of the procedure upon the exhaustion of these different elements” 1G 
the operating account. 


Sir Henry THornton: I think, Mr. Harris, if my poreletaoe of eee 
transpired is correct, the point you have raised was dealt with very oxhniieees me 
tively at the recent meeting. I can only say that the practice of the Canadian 7g 
National Railways with respect to matters of that sort is, in general, the accepted — 
practice on most railways and is in accord with any legal obligations with which “a 
we may comply. : 

As far as additions to capital are concerned I shall have to conan Tayel 
with the statement that the railway is a constantly growing thing. ° There are 
constant annual necessitous expenditures on capital account, some of. which | a 
are in themselves unremunerative but necessitous. For example, there is the | 
Toronto viaduct proposition. which involves a large expenditure of money but 
which will not reflect itself in our net earnings sufficiently, probably, to pay an a 
interest on that investment. New passenger stations are necessitous in most _ 
cases, and generally unremunerative. When I say “unremunerative’ I mean 
looking at it purely from the point of view of what returns there are. There ar 
constantly necessitous branch lines which must be built throughout the coun 
try, sometimes to open territory for prospective business, often to relieve 
serious burden which rests upon our farming population but generally we 
endeavour—and when I say “we” I mean the officers of the company, the 
directors and myself—to limit these capital expenditures to things which, hav-— 
ing regard for all of the circumstances, we regard as necessitous, but there will 
be a constant steady increase in the capital of the railway just as there has 
been in the capital account of every railway. I do not think r can add vany= 
thing of advantage to what has already been said. : Pe” 


Mr. Harris: That is all, Mr. Chairman. . ne hid 


at 


Mr. Berti (St. Antoine): Are you prepared to make a statement regard g 
the terminal facilities at Montreal? bi 

Sir Henry THorntron: No, that is a matter which is in the course 
consideration. I do not think there i is anything which I could usefully say upon 
the subject, except that we have been studying the matter for the last four 
years with increasing intensity, and we have developed a plan which 
believe is the best solution of the situation, but if anyone else can. show us a 
better plan we will be only too happy to adopt any suggestion that is. bet r 
than our own. The matter is now under consideration by the interested | pé : 
and there is nothing I can say upon the subject at this time, - ir ae 


- 
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Mr. Brut (St. Antoine): There is no solution in sight at the present time? 
I am speaking particularly with regard to the level crossings as you enter 
Bonaventure station, and the station itself. 

Sir Henry THornton: The improvement of that position is a part of 

the general Montreal scheme, and presumably whatever scheme is finally 
adopted will effectively deal with that problem, .No scheme, however, has as 
yet been adopted: We have merely suggested’a scheme which we think is a 
good one, and it is under consideration by the interested parties, but if anyone 
has a better scheme, we are quite open to discuss it. 

Mr. Breuu (St. Antoine): The reason I ask that is becauses of a number 

of complaints. It is generally understood that there is a scheme under way, 
~ and, as you know, there are a great number of complaints regarding the level 

- crossings, and what I am trying to ascertain is if there is any idea on the part 

of the railway officials as to when there will be some remedy granted covering 
that particular factor? 

Sir Henry THornton: We are as anxious to have that situation corrected 

as anyone, and we are ‘doing what wé-can to expedite the solution, and I think 
I may say that the solution is proceeding as rapidly as such a problem can 
proceed. It is not being delayed by anyone, nor by any interest. 

Sir Hucene Fiset: Does the same thing apply to the Quebec terminal? 

Sir Henry THornton: Yes. We are also considering a solution of that 

problem. 

y Sir Eveene Fiser: So this will be a capital charge and you will have to 
ask parliament to vote whatever money may be required. 

. Sir Henry THornron: Any additions to the property which involve a 
capital expenditure is necessarily subject to the approval of parliament. 
whether it be at Quebec or Saskatoon. » 

3 Mr. CantitEy: What success have you had with suburban car traffic, 
with either the Deisel or gasoline car? Are you extending that service? 

Sir Henry THornton: Yes, we have certain suburban branch line services 
which, under steam operation, have been conducted at a loss. We cast about to 
try and find some cheaper but equally efficient method of operation. In the 

course of our investigation we developed the Deisel electric unit, which we 
believe is the solution of the branch line problem or the solution of problems 

- which involve the provision of steam service at a loss. We have built a number 
of these units and are putting them on wherever circumstances justify them. 
They have been highly satisfactory. (To Mr. Henry). Do you happen to have 
with you any figures on the subject? 

Mr. Henry: I believe we have. 


_ Sir Henry Tuornton: The upshot of the thing is that where we have put 
them on we have changed the loss to a profit. Where we have these services— 
and by “these services” I mean the Deisel electric services—the gross revenue 
is, in round figures, $450,000; the expenses, $238,000, so that there is a profit 

on these services of $211,500 for the year 1927. 
Mr. Cantipy: What localities have you in mind? 


‘Sir Henry Tuornton: They are scattered pretty much all over Canada, 
ie same services, if they had been operated by steam, would have shown a 
Oss. ¢ . 
_ Mr. Cantizy: Do you contemplate larger units? i 
Sir Henry THoryron: We have under contemplation a larger unit which, 
based upon the results of our experiences here with the smaller units, we think 
_will be extremely interesting, but we have not gone far enough with them and 
made no field experiments, so we cannot give you any data about them. 
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Mr. Cantiey: I should think it was very promising. The only objection 
I have heard is that the units in some places are too small to take care of the 
traffic, for instance, from Stellarton to Pictou. aM ise 

Sir Henry THornton: That may be, Colonel, and I think you are right 
in your general statement that it is a very measurable advancement in solving = 
the problem of suburban branch line traffic. ~ a4 

Mr. Cantuny: The chief objection seems to be that there is not sufficient 
accommodation. s Sate 

Sir Henry Tuornton: If there is not sufficient accommodation that is 
easily solved by. adding another unit or a trailer. Your criticism ig not with 
respect to the principle involved? = a 

Mr. Cantiry: No. I think the principle is good and should be extended. 
I think larger units would be even more economical. aoe : 

Sir Henry THornton: I think probably you are right. I think that as 
time rolls on it will be found that the development of this Deisel electric unit — 
will be found to be more or less of a milestone in transportation history. we 

Mr. CantLey: Progress, of course, will only be made, as is made in every- 
thing, by trial and error, and I should think it will go on to larger units. 2 

Sir Henry THorntToN: I think probably that is a true statement. ~ E 

Mr. Cantey: Can you let me know the number of wooden freight cars 
you still have in service, both flat and box cars? 7 : . ‘ 

Sir Henry Tuornton: It should be comparatively easy to get that. Sup- 
posing we take a note of your question and hand in the answer a little later. 

Mr. Cantiey: Will you give me the ages of those cars and-the number you 
have of them? ; , 

Sir Henry THornron: Wooden cars? 

Mr. Cantiey: Yes. ie 

Sir Henry THornton: We can furnish that probably to-morrow. — 

Mr. Cantiny: I hope they will soon be off the road. They are a menace 
to transportation. ‘ %s | eS 

Sir Henry Tuornton: I should like to see them off the road~myself, but — 
they are an heritage and something which will have to be eliminated by the 
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natural process of elimination. | : es s 
Mr. CantuEy: They are eliminating themselves pretty rapidly. <3) 
Sir Henry THornton: Probably they are. . — 


Mr. Cantiry: When do you propose taking up the Merchant Marine? & 
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The CHAtrMAN: Right after we got through with this. Sir Henry, will you a 
read the statement you have prepared? a 


eo 
Sir Henry THornton: Mr. Chairman, the members of the Committee 
have before them copies of the Ninth Annual Report of the Canadian Govern- 
ment Merchant Marine. That develops the following points: the accounts 
_, which have been certified by the auditors, show an operating loss of $720,735.40 
‘In 1927 as compared with operating losses of $90,159.91 in 1926, $948,053.34 in 
1925, $1,440,880.21 in 1924. ra et 
: The report also says: “The less favourable showing in 1927 was largely 
attributable to conditions under which certain of the services had to be operated, 
there being a shortage of cargo tonnage, also additional competition which 
resulted in reduced freight rates. It is, however, gratifying to be able to repor 
that prospects for the future are brighter owing to decreased competition and the 
stabilization of freight rates.” . | : ; cates 
It was the additional competition which forced lower freight rates, whic 
largely responsible for the showing this year. Last year when we discussed 
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~ Canadian Government Merchant Marine’s affairs it was asked that the press 
_ should be excluded from the Committee. I shall have to ask that the same 
_ procedure be: followed this year, if I am to be in a position to give to this 
Committee all of the information which it should have. That will necessarily 
explain certain things in relation to competition, giving certain figures and 
: certain facts which will be of distinct advantage to competitors and which in 
Pe. 


_ the interests of the Government Merchant Marine should not be made public. 
I can say nothing more in the way of information except what has been given 
you. 

- Hon. Mr. Stevens: Mr. Chairman, I was not here last year when the press 
was excluded and I do not know the nature of the information or anything 
about it. I am not offering this in the way of an objection to Sir Henry’s request, 
_~ but there must be a good deal of discussion that could be carried on with the 
__-press present. 

4 The CuairMAn: When we get through with the discussion— 

= _ IMr. Durr: There may be some competitors in a small way here now. 

Sir Henry THornton: We can discuss the general figures. 


Hon. Mr. Stevens: The last thing I would want to suggest would be to 
embarrass the Directors of the company. 

Sir Henry THornton: It does not embarrass us in the least. I am speak- 
ing from the point of view of the welfare of the Government Merchant Marine. 
Obviously I have no desire for anything but the fullest publicity, but there 
are certain facts:in connection with the operation of the Government Merchant 
~~ Marine which will be distinctly advantageous to our competitors if known. 
- ‘They are perfectly legitimate things which should be known to and discussed 
by this Committee, but not put in the hands of competing interests. 

Hon. Mr. Stevens: That is quite understood. and appreciated, but in our 
discussion of the National railway affairs I think Sir Henry and his associates 
have been exceptionally frank in their statements, and I do not see that any 
particular harm has come from it. , 
ir Henry Tuornton: There is a difference between the operations of the 
~ Government Merchant Marine and the railways.~ There is no fact, practically 
speaking, in connection with the railways which everybody from the north to 
the south pole may not know. The competitive position with respect to the 
Canadian Government Merchant Marine on the high seas is quite a different 
—  matter— | 
+ Mr. McLean (Melfort): Of course the railway can not go out of its own 
territory to pick up freight, whereas a steamer can. I can understand the force 
of Sir Henry’s remarks. fees 
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x _Sir Henry Tuornton: I would like to tell everybody everything I know. 
Mr. McLean (Melfort): Ii you did, you would not last long where you 
are now. | 
Mr. Cantuey: It would certainly be very interesting. 
; Sir Henry THornton: If you like, we will go ahead and discuss the various 
accounts and if I find I am getting on thin ice, I will say so. 
- ——S «Hon. Mr. Stevens: I think that will be quite -proper, because I cannot 


conceive of everything being so exceedingly secret. 


ae Hon. Mr. Dunninc: That has been the practice in regard to matters 
which, in the judgment of the management, should not be answered even in 
Parliament itself. Possibly we can proceed and see how far we can get. Person- 
ally I am anxious that the Committee should have a full disclosure of the whole 


operation. I know enough, however, regarding this matter from Sir Henry to 
<i z : 
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know that there are many phases which would be decidedly paneer the intere 
of the Merchant Marine, were they given general publicity. 


Hon. Mr. Srevens: I would suggest that Sir Henry intimate very promptly 4 
when we reach them. a 
Mr. Durr: Let us go ahead until we reach them, and not cross the bridge , 
until we come to it. 


Sir Henry THornron: [| take it you want to start first with the operates a 
account, and the first-things under “ Operating Revenue” are the gross receipts _ 
which this year amounted to $10,234,560.77 as compared with approximately 
$11,000,000 a year ago. I suppose I might as well read this. 


Mr. Douerty: Except that which relates-to the individual services. ~ ci : 


Sir Henry Trornron: From the Annual Report in your possession, you ~ 
will observe that the operating loss of $720,735.40 im 1927 Comat with operat-  — 
ing losses as follows for the previous years:— 


$ 90,159 91 in 1926, 
948,053 34 in 1925, 
1,440, 880 21 in 1924. 


The Annual Report also contains other Beat tain regarding the Shere tine 4 
of the Canadian Government Merchant Marine, and the figures ee sie them- 
selves, the outstanding features being as follows:— 


The fleet consists of forty-six vessels with total deadweight ‘annie ore “a 
312,090. a 
The gross revenue for 1927 was $10,233,964.43 or $755,472.99 (6-87 per a 
cent) less than in 1926. : 

The vessel operating expenses in 1927 were $10,235,706. 77, which was 1: 54 
per cent or $159,739.55 less than in 1926. 

The operating ratio for 1927 was 107.04 as compared with 100-82 in 1926. 

The book deficit for the year amounts to $7,086,939.59, which is more by — 
$399,718.52 than the deficit in 1926. 


The following figures show tonnages handled by the entire fleet during the a 
year; they include freight, j in transit on December 31:— ‘ 


‘Tons Value : 
Export pete rere aerate hlg TA OL AE $ 77,232,705 203 
Import Praiie ea cre 401,025 65,564,848 53 
Intercoastal “Trafic... oso ve ooo ~15,108,814 48 
1,227,715 $157 ,906,3868 21 - ie 


Close co-operation still continues between the marine organization and the { 
Canadian National Railways with mutually satisfactory results to both. During 
1927 the steamers delivered to the Canadian National Railways inward freight 
totalling 60,847 tons with rail earnings of $438,576 while on 150,863 tons of a 
export traffic received from said railways the rail earnings were $971, be the two 
items making a total of $1,409,705. 


As a result of our operating services to Ausiralie New Zealand oe ; 
Newfoundland, subsidies to other companies, aggregating $156, 500 are no longer 
paid by the Domemon Government. f 


During the year an additional $338,000 was added to the Insurance Reserve. 
The Reserve Surplus at December 31, 1927, is $2,179,123.31, which amount, — 
together with $22,119.52 to meet losses sustained but unpaid, ‘brings the’ total 
reserve to $2,201,242.83. 
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That of course oe relates to the marine service; that represents the marine 

service insurance. 

There were no serious losses except on two different occasions in the case 

of one vessel. 

‘ The vessels of the fleet were maintained in good condition, warranting their 
retaining highest classification. 

Pending the construction of the new vessels for-the British West Indies Ser- 
vices, under the Canada-West Indies Trade Agreement of 1925, temporary 
passenger and freight services are being maintained by this Company. The new 
vessels will be owned by the Canadian National (West Indies) Steamships Lim- 
ited or subsidiaries, but their operation will be under the same management as 
that of this Company. 

As from March 15th the title “Canadian National Steamships ‘ ‘will be used 

- in connection with the operations of vessels controlled or operated in conjunction 
with the Canadian National Railways and engaged in ocean and coastwise ser- 
vices.’ . : 


Mr. Henry (Reading): 


Assets 
Investments— 

Vessels at December 31,:1926........... .2-.. $64,483,821 41 
Less: Net deductions during year.. .. ... 2,113,137 49 

| $62,370,683 92 

iF Jip ye mate atede He | FEN Spr eTSIE BO cat 7) neROn ets aiNeU pelt a ve 44.822 69 
Office Wurmmitureand: Bixtureso co.) Ae eS) 53,064 92 
CUO le meri he tira ee heey et a 500 00 


$62,469,071 53 


Mr. Durr: Before we go any further this value of the vessels at $62,470,000 
-—is that the actual value of the ships or the book value? 


its Mr. Henry: The original value. 
is Mr. Durr: The book value? 
Mr. Henry: Yes. 
Mr. Jeuuirr: What is included in the net deductions during the year of 
-$2,000,000?° 
Mr. Henry: lec the year the SS. Canadian Pathfinder note cancelled 
$1,545,080.71; Canadian Skirmisher note cancelled $1,564,472.53. The total of 
these two items i is $3,109,553.24. The additions during the year, Canadian Path- 
finder $271,813.40, Canadian Skirmisher $270,736.17, a total of $542,549.57. 
Hon. Mr. Dunnine: Explain the note “cancellation,” Mr, Henry. 
. Mr. Henry: Each one of these boats is an individual company and notes 
were given to the Dominion government in respect to them. When a boat is sold 
or disposed of in some other way, or wrecked, the note is cancelled and the 
amount of that note is taken out of the investment: account. 
_. Mr. Durr: It is not paid; it is cancelled, 
~ Hon. Mr. Dunnrne: The government just takes that loss. 
ie Mr. Brett (Deputy Minister): But the government takes the cash which is 
paid if the boat is sold? 
Mr. Jevuirr: Did I understand you to say that one or two boats were sold? 


; Mr. ‘Henry: ‘No; they were reconstructed and put into the West Indies 
Service. 
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Sir Henry THornton: They were reconstructed for passenger service to . 
stand in the breach until the new boats are in service. eek eee 

Mr. Durr: Do you carry any insurance on the boats? eae 

Sir Henry THORNTON: Yes. fi 

Mr. Durr: What about the insurance? Would that not go - the ever ae 
ment? 

Sir Henry THornton: They would collect the insurance in the event of 
casualty, a wreck or an accident. 3 

Mr. Durr: What becomes of that money? 3 as 

Sir Henry THornToN: It is used to repair the boat or toward the payments - 
on a new boat, or, Fk suppose, in the event of a boat disappearing altogether, it 
would go to the eovernment. 

Mr. Durr: In the event of a total loss that; money goes to the Bove 
to reduce the note? c 


i 
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Mr. Henry: $79,511,660. 

Hon. Mr. Dunnina: Sir Henry, in your discussion on insurance, the Com- 
mittee is of course clear that we carry our own insurance; it 1s not outside 
insurance. 

Mr. Durr: You have an insurance account of your own? 

Hon. Mr, DunnING: Yes. sees 


Sir Henry TuHornton: If it has not. already come up in the railway 
accounts, the Committee should understand that the railway since the spring of 
1923 has been doing all of its own insuring, which includes the insurance cost 
of the Canadian Government Merchant Marine. The insurance reserve for the 
whole of the railways and the Canadian Government Merchant Marine now 
stands approximately at $10,000, 000, which is Invested 1 in Canadian government 
bonds. — 

Mr. Durr: There are two accounts? 

Sir Henry THornton: Of that amount a certain portion is assigned to the 
Canadian Government Merchant Marine. The two are under the same admin- 
istration, but a certain amount which J mentioned a moment ago is ear- “marked 
for Canadian Government Merchant Marine insurance purposes. : 

Mr. Henry: It is on page 2, $2,201,000. 

Mr. Durr: I notice in your operating account you do not charge. any 
insurance premiums to that account. 

Sir Hpnry THornton: There must be ay) ‘item there; it is charged. oo. 

Hon. Mr. Dunnine: “Taxes and insurance.’ | < 

The CHairMAN: The fifth item on page 10. 

Mr. Durr: Oh, $13,000 is not the insurance for 46 baie 

Mr. Beiu (Deputy Minister): We pay exactly the same as to an insur-_ 
ance company. That goes into the insurance reserve and is invested in govern- 
ment bonds. : 

Mr. Durr: Included in the expenses of the closed voyages. 


Sir Henry THornton: Yes. : 
Hon. Mr. Dunning: The $62,000,000 is the ee value of the oe boats, | ; 
not the original book value of the entire fleet. a 
Mr. Henry: It is thé original book value of all of the boats which are 74 
intact at the present time. om 
Hon. Mr. Dunnine: Can you give us the book aes of the entire fleet : 
before you sold or wrecked any of them? 2 
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Sir Henry Tuornton: It would be an expense charge. : 

Mr. Hunry: There is included in the 1927 account $792,442. That is 
included in the item $10,235,706 representing the operating expenses, pee 
Closed A as 


E Assets 
# Current: ae 
Casita Dates Wook, i eee PO ALL OLS 63 
a bee ~ Accountecneceivable. (3. 254... ea ts 173,630 14 
= Liieroy ASS a Se ee te 213,396: 39 
| Mortgages Receivable. . Chae 90,000 00 
Advances to Captains, Crews and Agents 65,851 14 
Inventories of Stores and Supplies... .. 182,801 72 
| : ——___—— $ 1,396,653 02 
Pe Ln ee oe hele. es a ots he 02,000,144. 08 
ietae eta : ; $66,531,568 58 
= : Tnabilities 
Capital Stock . 
Authorized | 10 000 shares of $100 each $1,000,000 00 . 


Issued: 6,609 shares of $100 each.... $ 660,900 00 
Luss: Cancelled or held in Treas- 
ury” in respect of Vessels dis- 

posed of—2,000 shares.. .. .. 200,000 00 

| —_—__—_—_—§—_— $ 460,900 00 


Dominion of Canada Account 
Notes payable and Advances due Dom- 
inion Government (Secured by 
Mortgages on Vessels)... .. .: ” $61,830,742 86 
Other Advances by Dominion Govern- . 
= iia = INEND. a « .. .. 8,964,158 67 
ee Interest Accrued ne 31st December, 1927 25 590, 676 62 


: $90,385,578 15 
Balances Outstanding on Vessels Sold 90,000: 00 
—_—_—____—— $96,475,578 15 


Advances by indian National pees Pe wade 565,760 57 
Accounts. Payable.. .. . Peete oe Ge 879,774 62 
Balances of Uncompleted “Voyages. . oe ee a 90,006 18 

Reserve for Se ee Ree ve oe DO LOS. (0 

ie Insurance Reserve... .. Pi Gedr eet he ets, SOUL Ake BO 
en Profit, and Loss Account—Deficit. . (eae ee (Red: Ink) ©. 51,060,892 52 
Contingent Liabilities—None ascertained.. .. .. .. ..$66,531,568 58 


Mr. Betu (St. Antoine): Is that $51,000,000 the total deficit since the com- 
- mencement of the Merchant Marine? | - 
| Hon. Mr. Dunning: That is an operating loss. 
_ Mr. Cooprrr: No sir, that includes depreciation and everything. 
Hon. Mr. Dunnine: It does not include capital loss on vessels sold which 
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Mr. Cooper: Yes. ; . : = 

Hon. Mr. Sarvens: Including interest to the government? 

Hon. Mr. Dunnina: Yes, it includes that. . 

Mr. Cooper: - Yes, sir. . 

Mr. Bexzi (St. Antoine): Since what year? 

Mr. Henry: Since the day the first boat was put into operation—1919. 

Sir Henry Tuornton: About nine years. 

Mr. Henny: The accumulative operating deficit is $9,599,000; fhe balance 
is depreciation and interest to December 31, 1927. The interest included there 
is $25,590,000; depreciation $16, 924,000. 

Mr. Beni (St. Antoine): When you say “Operating Deficit’ — 

Mr. Henry: Before interest and depreciation. 

Mr. McLean (Melfort): That item of $16,000,000 ‘for depreciation is 
merely a bookkeeping item? 
Mr. Henry: Yes. 

Sir Eucene Fiser: Are steps being taken to try and eliminate altogether 
this deficit, as you are doing for the Canadian National? = 

Sir Henry THornton: That is one of the things we are supposed to be . 
paid for and—with becoming modesty—we are making-every conceivable effort | 
to reduce the deficit and keep the Canadian Government Merchant Marine on 
a sound basis. 

Hon. Mr. Dunnine: I thing, Sir Eugene, you mean to 8 i the Govern- 
ment is going to forgive them the interest. 

Sir Eugene Fiset: Exactly. 

Sir Henry TuHornton: I do not know. 

Mr. Durr: I think it would be as well to reduce the assets to the st 
value of the ships. I do not see the sense of charging interest on $62,000, 000. 

Sir Henry THornton:. It is entirely a paper transaction. 


Mr. Durr: Yes, but it does not do any good. We may as well face the < sl 


thing and get it over with, if we are going to operate. 
Mr. Cantiey: Have you had any appraisal made of the value of the 
tcnnage at the end of the year? 


Sir Henry THornton: The value of ihe fleet? Yes, we can tell you that. 
We can give you an estimate of it if you like to have it. 


Hon. Mr. Cuapiin: Is not the amount of interest that is charged absolutely — = 


nothing more than a delusion? Why should it be kept on? 

Sir Henry THornton: It is a delusion in the sense it is not. paid. Sea 

Hon. Mr. Cuaprrn: And it never will be paid. Why not get the es mc 
down to their real value, as Mr. Duff suggested? Bs, 

Mr. McLaan ay It would not help us any to cancel that inferece 
This is giving us a truer picture. 

Mr. Cantey: But we are treating as an asset the value of the ships there. 

Sir Henry THorRNTON: It is about $50 a ton. 

Mr. Durr: $15,600,000 are round figures. 

Sir Henry THorNToN:, That is right. 

Mr. Beuxt (St. Antoine): In your annual report you say, “ Resumed 
normal trading is looked for early in 1928, but the situation is not free from 
anxiety or difficulty’. May I ask this general question: What makes you 


think that the Canadian Government Merchant Marine will be a success any 
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more than that of Australia or the United States, with their experiences regard- _ 
ing their merchant marine? Is not the Government Merchant Marine regarded 
simply as a feeder for the Canadian National Railways? 


Sir Henry THornton: That involves answers to several questions. In 
the first place, with respect to normal trading we anticipate that certain com- 
petitive features will disappear during this year which ‘operated to produce 
unremunerative rates last year. That we can tell you more about later. As 
far as the Government Merchant Marine is concerned, in its service to the 
Dominion of Canada, it furnishes services to certain trades and certain traffics, 
more particularly on the Pacific coast, which have been of considerable benefit to 
those. who produce in Canada. It is a certain assurance against combinations 
and extortionate rates from private companies; it is a system which is con- 
stantly exploring and investigating new trade routes for the purpose of encour- 
aging Canadian trade abroad. If I were asked to-day, should we as a nation 
embark upon the construction of a merchant marine, fleet, I would say: “ No, 
it is unwise to do it.” But we have this fleet; it has been constructed at con- 
siderable expense, and we are using it as an instrument to promote Canadian 
trade, and I think it has fulfilled a distinctly useful purpose in that direction. 

Mr. Bretu: Would you say more so~than the Australian Merchant Marine 
did for Australia? 

Sir Henry THornton: I would say so. I should think so unquestionably. 
As far as the experiment of the United States is concerned, that is not quite on 
all-fours with our position in Canada. To begin with, the United States 
embarked upon a very ambitious merchant marine proposition, which, of course, 
was the out-growth of the war. It came into severe competitign with power- 
ful and long-established ocean interests. Because of its very size, it was diffi- 
cult to operate economically, and difficult to give all of its operations that close 
scrutiny which is necessary. Our. position here is relatively different. We have 
a smaller fleet; we are able to give that fleet a more intensive administration, 
and I think, if the shippers on the Pacific coast particularly were consulted, 
‘they would say that the Government Marine had been very useful to them. 

Hon. Mr. Dunnine: The United States Government Marine was not 
linked up with the railways in any sense either. 

Sir Henry THornton: No, they had no land transportation proposition 
involved. | 

Mr. McLuan (Melfort): I presume, Sir Henry, you are running your fleet 
just the same as it would be run under private ownership, or by the owners 
of a long-established company? 

Sir Henry THornton: If you mean by that, are we operating our fleet in 
accordance with the best state of the art, I should say we are. 

Dy Mr. McLean: That is what I mean. 

= Sir Henry THornton: I think our crews and our captains, and our 
technique, if we may call it such, will compare favourably with those of any 
other water transportation company. Se Ge 

Mr. McLean: Was the American Marine run in that fashion? 

Sir Henry THornton: I do not know enough about it to express an 
opinion. 3 

__-Mr. Durr: Sir Henry, your freight and passenger rates are no lower than 
_- those of any other company, are they? 

_ Sir Henry Tuornron: Well, they are no lower than they have to be. You 
must remember that water competition, or water transport is not subject to the 
same rules as land transport. It is a much more open proposition, and we have 
_ to meet the rate, whatever it may be, unless it is too outrageously low. 
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Mr. Durr: You are not in the North American Conference yet. 
Sir Henry THornton: No, we are only listening at the key-hole. - 
Mr. Canruny: Sir Henry, I asked a question which, as far as I can see, 
has not been answered, and that is whether you have any independent valuation __ 
of the vessels. I do not think we have that shown. _ Dee eee a 
Sir Henry THorntTon: Not of the entire fleet. | ae 
Mr. Cantiry: You have forty-six vessels with a tonnage of 312,900. 
Deducting a reserve from the total valuation shows the book value of the vessels =~ 
as about $145 a ton, which is practically four or five times what they are worth. 
Sir Henry THornton: That is right. : 
Mr. Canrimy: Now why carry that on?. Why not wipe that off and get 
down to a business proposition? | 
Sir Henry THornton: I would have no objection to such a preposal.~ 
Mr. Cantury: Would it not be an advantage? : , 
Si Henry Tuornvon: I think it would be an advantage in this way; that — 
we would be on a sound basis; and it would be certainly an incentive to the 
management, and an encouragement to those who are operating the property to 
know that they were not up against a thoroughly hopeless proposition. a 
Mr. Cantiey: Why not have it done? . : Poe. | 
Sir Henry Tuornton: That is for this Committee to recommend if it , 
wishes. | as oe 
Hon. Mr. Stevens: There is one feature about ib that is wholly unfair to — 
the operating staff; that is to charge the interest, which you do each year, on ts 
$62,000,000, when it is quite clear that it is an impossible task for them to earh 
such an interest above their operating expenses. <a ae 
Sir Henry THORNTON: Quite so. 
Hon. Mr. Stevens: And that goes on accumulating year by—year, until 
now it-has reached $25,590,000. It is not a reasonable charge to make at all. 
Mr. CantLEy: The same thing applies to depreciation. <a 
Hon. Mr. Srevens: Absolutely; I quite agree with what Colonel Cantley 
says; that is to cut down the capital value of the ships to present-day values. 
For instance, if this were a private company, it would have gone into liquida- 
tion long ago. ? 
Sir Henry THORNTON: Oh, yes. ——— 3 ea 
-Hon. Mr. Dunnino: It never would have been out of liquidation. « oa 
Hon. Mr. Srevens: No, it would have gone into liquidation long ago, and 
taken its loss. | | ae 
Sir Henry THorNToN: The assets would have been written down to some- 
thing reasonable. * Le see \ Pes: 
Hon. Mr. Dunnine: The history of the Government Merchant Marine, — 
however, must not be forgotten. It came into existence as practically a gov- z: 
ernment service. : 3 See 
Hon. Mr, Stevens: Surely. ie Se 8 
Hon. Mr. Dunnine: It was not until the Canadian ‘National Railways _ 
took it over that this question could arise at all. That is the State was operating - 
the service directly, and the State naturally wanted to know, or at least I pre- 
sume Parliament wanted to know, what the exact position was. — The Canadian * 
Government Merchant Marine is now really an operating company for the 
State. The present picture enables the State to see exactly what that has cost 
the State. If you go writing it down, you do not change the relationship of the _ 
account. The State has invested that much money. eo: 
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Mr. Durr: They have known that for three or four years. 


Hon. Mr. STEvENS: We know that we have lost seventy-five per cent of : 
the valuation of these ships in simply a world-wide reduction in values, entirely 
aside from depreciation in operation. Just simply that the tonnage to-day is 
not worth more than a given amount, nor is it likely to rise to any extent; if 
anything, it is likely to fall. | | 

Hon. Mr. Dunnine: The tonnage never was worth what these ships cost 
at any time. ; | 7 

Hon. Mr. Stevens: Possibly. Then, let us face that fact, and reduce that 
capital cost and then you will at least only charge up in interest about 25 per 
cent of what you are charging now. That is included, I suppose, in this closed 
voyage. 

Sir Henry THornton: Is your thought to reduce the capital liability to 
something commensurate with the earning capacity of the proposition? 


%, 
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Hon. Mr, Stevens: Certainly. / 

Hon. Mr. Dunnine: There is no interest charge included in the voyage 
proposition at all. There is no interest charge against the operating account? 

Sir Henry THorNTon: Oh, no. 

Hon. Mr. Dunnine: What really interests the staff of this institution is 
the operating account, into which none of the capital items are charged; and 


this should be said also, Sir Henry, that the Minister of Finance is taking the 


loss, the State is taking the loss as the vessels are turned in. That is to say, if 
one is sold, if the lowest value, the note is cancelled, and the interest is can- 
celled? a - : 


Sir Hanry THorntTon: That is true. 
Hon. Mr. Dunnina: The note and interest are cancelled as the vessel 


ceases its active operation as a unit of the Merchant Marine, so that there has 


been a progressive wiping out of the capital. What is proposed now is a drastic 
wiping out of it, and that I am afraid would simply confuse the picture in the 
eyes of the country. So far as the staff and operating end of the Merchant 


‘Marine is concerned, this country, I am sure, would be perfectly happy if they 


could, as an operating proposition, regardless of interest charges, and other items 
such as that, come off even or better than even. . 

Mr, Cantey: Mr. Chairman, I do not think it would confusé the country 
at all. I think it would clear the matter up. The Minister says the interest is 


not charged against the operating expenses? 


Hon, Mr. Dunnine: That is right. 
_ Mr. Cantiey: I understand the reverse is true, in regard to depreciation. 


Hon. Mr. Dunnine: No, there is no decreasing of capital in the operating 
account. : % 


Mr. Durr: What you might do is, in your statement of assets and liabili- 


ties, to put in an item for depreciation. First, put the total book value, $64,000,- 
_ 000, and then put an item making the net value the exact value of the ships. 


That perhaps would satisfy everybody? At the present time, you are asked to 


Es show $62,000,000, and you have only about $10,000,000, 


Mr. McLean (Melfort): Are not the costs charged against the repairs? 
Sir Henry THornton: The up-keep is charged, yes. is 
Mr. McLean: That straightens out with the depreciation? 
Sir Henry Tuornton: You will find that under Operating Expenses. 
_ Mr. McLaan: That takes the place of the actual value of the ships now in 
service? ; : : 


Re 


M 


< 7 5 
136 s RAILWAYS AND SHIPPING Bees. 


Sir Henry THorNTON: No, there ;s a difference between repairs and depre- ki 
ciation. | _ Se 
Mr. Mclman: It is a general depreciation. ‘IT notice the ships have been 
kept up to the mark, to justify the higher classification. : ‘ 
Sir Henry THORNTON: That means the insurance classification. — 
Hon. Mr. CHAPLIN: There should be a depreciation equal to bringing it 
down to the selling value, or the plain value of the ships. Now, that could bi 
done without in any sense affecting the general statement. : 
Hon. Mr. Dunnine: That ig sound, As a matter of fa 
done for insurance purposes. “~ 
Gir Hpnry THORNTON: Yes. ‘ 
—Hon. Mr. Cuariin: Tt should be done in the regular account. : 3 
Mr. Durr: That would be very simple. It would mean only one item ns : 
your asset. tt? be st 
Hon. Mr. Dunnine: It would not interfere with the general picture at all, 4 
Hon. Mr. Cuapuin: It means-that you are bringing it down to the actual 
value, and that is the way it should be in my judgment. : os 
Mr. Cantiey: May I ask what the policy of the management, is in regard PS 
to the sale of vessels that it is absolutely impossible to make any money with? _ 
You have a total of 46 vessels and twenty of them average under 5,000 tons. | 
Those vessels cannot pay their way-in the North Atlantic. It is impossible for — 
them to do it. A vessel of 10,000 may, but the others cannot. What is your | 
policy in regard to getting rid of those vessels? — | ie 
Qir Henry THorNTON: I think I am safe-in saying 
fleet is to-day in service. 3 
Mr. Douerty: With the exception of two steamers. ee 
Sir Henry THORNTON: Yes. To sell any of the present vessels would mean 
one of two things: either it would have to be replaced with a new vessel, or a 
service of some sort would have to be abandoned. | ; 
Mr. Cantiey: You have five of them laid up in Halifax, have you not? 
Sir Hunry THornton: No, we have all our vessels in service, except two. — 
Mr. Canriey: But your report says, “ Except five laid up in Halifax.” 
G+ Henry THorNTON: They may have been laid up temporarily. Probably — 
they were laid up temporarily. — us 3 ee 
Mr. Cantiny: When they were laid up, 


ct, that is already 


that practically all the ; 


they could not make any money for _ 


you. 2 
Gir Henry THorNToN: That may be, but the fact remains that the fleet to- 


day, substantially speaking, 1s employed in services. ea 
Mr. Cantizy: At a loss? — at <a 
Sir Henry THORNTON: At a loss, ves. 

Mr. Cantiry: These vessels I refer to are only operated 

a statement I make without any fear of contradiction. 
Qi Henry THornton: That may be true of the whol 
say that the fleet is to-day employed in services. Now, 
one of two things must necessarily happen: either a service is withdrawn, or @ 
new vessel must be built to replace a vessel that has been sold. ete 
Mr. Cantiey: What is the object of keeping up a service that does not pay? 
Sir Henry Tuornton: If this Committee should pass a resolution—? = 
Mr. Cantury: Why keep on a vessel that cannot pay? — ieee 
- Sip Henry Tuornton: If you want to abandon the Canadian Government — ie 
Merchant Marine, it is within the province of this Committee to say sojlikts 
all depends on what you want to do with this experiment you have got. ea 


ata loss. That is fi 
e fleet, but let me again. s 


if any vessels are sold ana 


ae 


- 


rae 
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Mr. Stewarr (Leeds): If some of these services were’ discontinued would 
not a demand arise for similar Services, with subsidies from the Government? 
Sir Henry THornton: Unquestionably, that is probably what would 
happen, and as we say, we saved about $160,000 in subsidies last year. 
Mr. Durr: Did you put any steamers on new services this year, or last 
year? . Pics , 
Sir Henry THornton: I do not think we did. There were no new services, 
were there, Mr. Doherty? _ ' 
Mr. Dounertry: Just’the temporary service we had on in the West Indies. 


Sir Henry Tuorntron: Nothing but the temporary service between Hali- 
fax and the West Indies. 


Mr. Durr: You did have a service to the West Indies, but did you put on 


-a@ new Service to Porto Rico? 


Mr. Dowerty: We had two services within the last two months. We were 
asked by shippers in Nova Scotia to give them a frequent connection with 
Porto Rico. We made these two sailings principally for experimental purposes. 


Up to the moment, they seem to be showing reasonably good results. 


Mr. Durr: I would not think so. They cannot. That is a trade I am in 
myself. I carry the goods a dollar a cask less than you do, and I say you are 
losing a lot of money, and you have no business to interfere with private enter- 
prise. ~~ 

Mr. DonErty: We are meeting the requests of the shippers of Nova 
Scotia. f ! 

MisDurr: They could ship by New York or by private vessel to Porto 
Ricoiwvec | 

Mr. Douerrty: They prefer this as against shipping by New York, where 
they must tranship. | 


/ Mr. Durr: That may be right. I am not objecting to the present condi- 


tion where we have got those ships and must do something with them, but I do 


not think it is right for you to enter into new services and interfere with private 
enterprise, especially when you have to carry the goods at a higher rate or 
make the private interest come down to your rate. I say that is not fair. 

Sir Eveene Fiser: What kind of cargo do you carry? 

Mr. Durr: Salt. | 

Sir Henry THornton: That has a useful result. 


~Mr. Bett (St. Antoine): Regarding the use of these vessels in the West 
Indies trade from Canada; how many new vessels are being built? 


Sir Henry THornton: Five. 
Mr. Berti: Are each of these being incorporated as a separate company? 
Sir Henry THorNton: No, that is all in a company known as the Canada- 


| West Indies Company. ; 


Hon. Mr. Dunning: Incorporated at the last session of Parliament. 
\Mr. Bretu: Will we be able to tell when the next report comes. out what it 


is costing us in the Canadian-West Indies trade? 


Fee Ke 


Sir Henry THornton: You will know about, it. 
Mr. Bet: Or will that be consolidated with the other services? 

Sir Henry THornron: We will be able to tell you exactly what that ser- 
vice is doing from the point of view of revenue, expenses, and anything else 
that you want to ask us about it. | 

_ Mr. Bet: Will that be the same regarding Australia? 
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} Sir Henry THORNTON: We can tell you anything about any of the di 
ferent voyages and services which we have to-day. 


Mr. Bett: We can get that information? 

Sir Henry THorNtToN: We have, got it. We propose to give it to you. 

Mr. Bett: It is not here? | 

Sir Henry THornton: No, of course, it is not here. That is foe ver 
thing I have been telling you about. eek 

Mr. Betti: We have to ask for it? | 

Sir Henry THornton: No, no. Later on we an be able to show: you 
what each service does; the number of voyages; the revenue; the expenses, . 8 
and everything in connection with it, but I would prefer to give that to. this pr: 
Committee in camera. . : 

Mr. Bett: I am Sorry. 4 

Sir Evcene Fiswr: Is each ship incorporated as a separate company . bya 
itself? 

Sir Henry THORNTON: It is incorporated as a separate company, but the 
figures we have given you represent the operation of the fleet as a whole. Up 

Hon. Mr. Dunninc: There is one interesting question that Mr. Duff 
brought up. Did I understand him to say you were able to get a dollar a ton © a 
more than he was getting? I think you should be commended for that.. fe ae 

Mr. Durr: Perhaps I did not fully explain it. Mr. Doherty stated that = 
this service was asked for\by some Halifax shippers. These shippers some- 
times have small lots dee via New York. The rate via New York is a little 
more than the Canadian Government Merchant Marine are getting, Thats: oF 
the reason they are anxious to have it go by the Canadian Government Mer- 
chant Marine, but you know how much ‘these boats lose, and they could get. ab | 
very much cheaper if they would ship larger lots in small schooners. 

~ Hon. Mr. Cuartin: They would pay more for the steamer service, natur- 

ally, then they would for the sailing service. 

Hon. Mr. Dunnine: And getting merely a sailing service? 

Mr. Durr: Yes. ne 

Sir HENRY THORNTON: It all depends on the wind. | 

Mr. Durr: Your boats do not steam unless there is a iat ath Aben t 
they are pretty slow at that. |. | 

Hon. Mr. Stevens: Might I ask Sir Henry an explan alae of why the s ser- 
vice is taken off from Vancouver to Bristol! i 

Sir Henry THorNTON: It was conducted at such a terrible lone fot I ie : 
thought we could not stand it any further. It was an awful proposition, 4 

Hon. Mr. Stevens: You used to pick up any barley cargoes from the ty 
Pacifie coast? - an ae 

Sir Hmpnry Tuornton: Barley cargoes? I do not know ie did. ee 

Mr. Dourrty: Not latterly, Mr. Stevens. I think on a ae en 4 
when first operating, we did. 4 

Hon. Mr. Srevens:. I Stas that is a question that should be left over. 

Sir Henry rae We thought long and hard about that, Mr. Stevens, 
and finally concluded that it was such a hopeless proposition that we. had — 
. better take the vessels off. And also, representations were made at that. time — 
and it brought out the fact that there were other private services hat could | ae 
fill the transportation requirements. | ae 

Mr. McLean (Melfort): If you had been asked if. there were not steam-— : 


aad sis? 
Be ar in 
eR es eee 


Mig b tee koe 


you be in favour of it? ar, ide 
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the expenditure of money in other directions that it would be a wise thing to 
embark upon.an extensive Government Merchant Marine service to-day, 


Mr.'McLzan: Quite so. I agree with you, but I want to base a question 
on that. Now that we have this service, and have the organization and experi- 


decline to answer this if you wish—do you see anything to prevent developing 
this serviee ultimately, at a reasonable rate of speed, into a service compar- 


Sir Henry Tuornton: It is going to be probably a long.and up-hill 
fight, but as the Dominion increases in its commerce, and in its production, I 
S by no means a hopeless proposition. : t 
. Mr. McLean: Quite so. You see no reason why the Dominion of Can- 
ada cannot control a reasonable percentage of its own shipping in that way? 


Sir Henry Tuornton: As long as we have got what we have, I think we 
should continue to do the best we can with it, and I do not regard it as ulti- 
mately a hopeless thing. In fact, I am not so sure to-day, notwithstanding the 
deficit, I am not so sure to-day but what the-expense of the Canadian Govern- 
ment Merchant Marine is contributing materially to the trade of Canada. 


Mr. McLean: Quite so. You will have to face, as it says here on page 
6: after a review of last year’s conditions that the full force of such competi- 
tion has not yet developed. I take it that that means that you will have to 
look forward to a better service, an increased and more up-to-date service in 
size and speed. : 

Sir Henry Tuornton: Certainly, if we are to hold our place. 

ie) -.Mr. Cantizy: The worst is yet. to come, that is what that means. 


__ Sir Henry THornton: No, I should not say that,’ Colonel. I do not 
_ know whether we should take so pessimistic a view of it. Undoubtedly, one 
of the disadvantages under which the Canadian National \suffers ag compared 
ith the Canadian Pacific Railway, is the absence of strong ocean instrument. 
We suffer from that, week by week, and year by year; it is something we 
cannot help. We have to do the best we can with it, and we have to meet 
hat with close co-operation with outside steamship companies. 


Mr. Cantizy: But, Sir Henry, at the top of page 6 you say “Our steam- 
ers, on account of their size, speed and equipment, are placed at a great dis- 

ility in competing with other tonnage operating and under “construction.” 
at is all quite true? : 
Sir Henry Tuornron: Quite true. 
Mr. Cantiey: I think I am justified in saying “the wor 
nd is not that what you do say? 


Hon. Mr. DUNNING: _That is qualified by service with other lines between 
Canada, the United Kingdom and the Continent. That is, one particular area 
| eferred to. _ | 

Mr. Cantiry: It is the greatest area you have, and that applies equally 
other areas, there is no question about that. I see on page 9 you have, 
ance outstanding on vessels sold, $90,000.” How long has that been out- 
stan ling there? Ras Ta : 

| ‘Sir Henry AHORNTON: Can you give the details of that, Mr. Cooper? 

_ Mr. Cooper: Do you mean the $90,000 due in October of 1929? 

Mr. Cantiey: How long has it been outstanding? 

Coorrr: About two years. It is not overdue. 


st is yet to come,” 
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Sir Henry Tuornton: It is part of the arrangement under which | 
particular vessel was sold? 2 ! ae aia 
Mr. Coopsr:. Yes. | mat: 
Mr. Cantiey: It is a pretty long credit. What about the balance? 
Mr. Coorer: Thirty-six thousand dollars was due in March, 1928, an 
was paid. Thirty-six thousand dollars is due in August of 1928. | Ey aa 
Mr. Cantiey: Was that three years ago? 
Mr. Cooper: These boats were sold about three years ago, yes. 
Mr. Mine: How many ships have you sold all together?? | 
Sir Henry THornron: That was gone into pretty carefully, as I recal 
last year. ‘The figures were ‘furnished in respect to the tonnage. Perhaps you 
will answer the question, Mr. Doherty, and say how many vessels have been sold. 
* Mr. Douerty: Eighteen vessels. 
Mr. Durr: I thought the total fleet was sixty-three. | 
Mr. Douerty: Sixty-six originally; we have forty-six now operating, plus — 
eighteen sold, that is sixty-four. Two were lost. - ? oe is 
Mr. Jeuuirr: In regard to the proposal of Colonel Cantley to discontinue 
those boats of five thousand tons, is there not an indirect advantage accruing ra: 
to your railway to warrant the refention of those services?  —s ve te ae 
Sir Henry THornron: I wéuld not advocate that. I might answer your = 
question in this way: We would not advocate the sale of these vessels if it 
meant the abandonment of the service that they are in. | : | 
Mr. Canriny: No matter what the loss? ‘ Meal 
Sir Henry THornton: Under the present conditions, the present laws. 
Mr. Canrury: I venture to say these vessels are losing more money than 
the total trade you are bringing. | ete a 
Sir Henry THornton: That can be easily checked, Colonel. Let me say ‘a 
this with respect to this whole Canadian Merchant Marine service: the railway 
inherited this service; it was given to us. We are doing the best we can with | 
those services under the circumstances that surround them. In some respects 
which I have already stated, I think they are a useful implement to Canadian — 
manufacturers and traders; but if Parliament in its wisdom would wish to — 
abandon that service, well, that is up to Parliament. We can only do the best: om 
we can with what we have been given to work with. Oe gee 
Mr. Cawriry: But will not Parliament naturally be influenced largely by | 7 
what this Committee recommends? | / ae 
Sir Henry THornton: If I may be so presumptuous, IT should say that vy 
Parliament would listen attentively to any suggestion that this Committee might 
make. What Parliament would do, I cannot predict. ; | aa ty oo 
Hon. Mr. Stevens: Are some of these less than 5,000-ton vessels used 
in the Pacific coastwise trade? a aS osm | 
Mr. Douerty: We have four steamers operating from Vancouver and Cali- | 
fornian ports. | an oN, A ah 
Hon. Mr. Srevens: How is that service? | 
Mr. Dourrty: It has done reasonably well up to the present time. = 
Mr. Bert (St. Antoine): Sir Henry, I notice that you have reduced th 
number from sixty-six te some forty-six. You spoke about the wisdom of 
Parliament, but is it not really that Parliament should listen to the manage- 
merit of the Canadian National Railways, who are operating these vessels, as 
to what they should do with the future of the Canadian Government Merchant | 
Marine? That is why I think this Committee should try to ascertain from you 
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whether it is your EAts idea to irate the number of tee and eventually 
_ get rid of the Merchant Marine; and furthermore, is Parliament interfering with 
you in trade agreements such as with the West ‘Indies, whereby we undertake 
to’ add to the Merchant Marine when Derape it is not wise to By so? 

Sir Henry Tuornton: No. 


Hon. Mr. Dunnine: The facts of your ne teas are wrong. We 
do not so undertake. My point is that the statement regarding the West Indies 
Treaty is: not correct, Mr. Bell, that- we undertake to add to the Merchant 
Marine. We did undertake to see to it that a steamship service was provided, 
’ and we called for tenders for subsidies in the usual way, and it was not until 
an examination had been made of what that subsidy meant to this country, and 
to the West Indies, that it was decided by Parliament that it would be better 
business to own the boats ourselves. There was a full-fledged debate in Parlia- 
ment on that point. The West Indies Treaty did not involve capital investment 
in ships on our part unless we chose to so handle the matter. The subsidy. 
method was the method contemplated by the treaty originally. 

Mr. Bet: We are building up the Merchant Marine then, are we not? 

Sir Henry Tuornton: If I may answer the question in this way: the 
Canadia-West Indies Treaty was passed. That having been done, then I think 
what was done subsequently was wise. I am not discussing the wisdom of 
the Treaty, but the Treaty carried with it a certain obligation, and the way 
in which that obligation was fulfilled was a wise method of doing it. 

Mr. Bett: Then I return, sir, to what you have said, that that was the 
wisdom of Parliament. J think ‘possibly the shoe was on the other foot. It should 
be the wisdom of the transportation advising Parliament. 


Sir Henry THORNTON: I could not advise Parliament with respect to what 
trade treaties they make. But, when Parliament makes a treaty involving cer- 
tain ébligations with regard to transportation, and they ask me what I think 
should be done, then I make my recommendation. I did it that time. I said, “1 
think the wise thing to do is to build these ships, and operate them ourselves.” 


‘ _ Mr. Batu: That does not help very much in getting rid of the Merchant 
ae Marine ships you have on band, if we are to build more. Your idea was to get 
rid of the ships? 


Sir Henry TuHornvon: No; perhaps I did not make myself clear. As far 
as the officers of the Canadian Government Merchant Marine are concerned, they 
ae with the fact that a trade treaty has been passed which involves certain 
- water services. Now, that is fixed, and cahnot be gotten away from. It is done 
ae _ by Parliament. Then, the Government asks me, “ What do you recommend in 
view of the fact that that reaty has been passed? » Well, my recommendation 
-_ was that we should build and operate the boats ourselves, ond I think that is the 
M ie thing to do. In a sense it may add to the Government Merchant Marine service, 
. but I cannot help that. 
| Mr. McLean: Do you consider that the building of these new vessels for 
the West Indies’ service will enable you to get rid of some of the older and less 
' suitable boats you have now? 


Sir Henry THORNTON: No. 

- Mr. McLean: None at all? 

Sir Henry THorNron: No. 

Mr. McLean: What will you do with those you took off the route? 

USIP Henry THORNTON: The total Canada: West Indies’ services involved the 
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Mr. Douerty: That ‘a right, sir. 
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Sir Henry THorNtToN: Of two others. Now, that. is a unit, ‘and stan 
apart by itself, but it will not enable us to take off any service. 

Mr. McLean: I see. It is a new service? | 

Sir Henry THorNnToN: That is right. 

Mr. Cantey: There are two vessels, the Fisher and Forester: you are goi 
to take them off that service, when the new go on? ety 

Sir Henry THORNTON: What vessels were we going to recondition? ~ 


Mr. Douerry: It will be the Fisher or Forester or two other steamers tha 
will be reconditioned. In putting on these three new steamers to the eastern — 
eroup, that is to Demerara, we will automatically release the two boats that hav 
been substituting, the two passenger boats, and the two freight boats. Just wha 
we will do with those at the time remains to be decided. 


‘Mr. Cantipy: You are going to displace four of your nie boats? 
Sir Henry THornton: Not yet. I do not know. 


Mr. Durr: Under the treaty, have you not to call at Jamaica and other 
places in the western group? ; 


Sir Henry THornton: It will be a subsidiary service. eo 

Mr. Cantiey: Turning to page 6, and referring to losses. You say there 
were not serious losses except on two different occasions. May I ask what that 
vessel was? 


Sir Henry THornton: Will you give that information, Mr. Doherty? Re 


Mr. Dowerty: The Canadian Raider in one instance was in collision at 
London, in the River Thames. 


Mr, CANTLEY: She is now in Hudson bay? 

Hon. Mr. Dunnine: Oh, no, Port Burwell. 

Mr. DoHerty: That is right, at Port Burwell. 

Mr. Durr: That is in Hudson bay. \ er 


Hon. Mr. Dunnina: I wish the members of this Committee would learn 


some of the geography of Hudson bay. Port Burwell is only about fifteen hun- 
dred miles away from it. 


Mr. Durre It is in the most important part of it, the Straits. ae e 


Hon. Mr. .Dunnine (Referrmg to. map): Port Burwell is: on the: North 
Atlantic. It is not even on the Hudson straits. It is off the eastern’ entrance 
to Hudson straits; on Ungava bay. It is on the way to Hudson bay, me 


Mr. Cantuey: She is now in what condition? 

Mr. Douerty: She was on the ground. 

Hon. Mr. Stevens: Is she a total loss? - 

Mr. DoueErty: We do not expect she will be, but that all depend on. the 
report we get. ( 

Mr. Cantiey: You would hope. she was not a total loss?. 

Hon. Mr. STEVENS: How was she wrecked? | 


Mr. Dongerty: She was blown away from her anchorage and ee ashore, 
and it was because of that accident she had to winter at Port Burwell 

Hon, Mr. Dunnine: There is a full report of that that Mr. Carter tabled 
the other day respecting the Hudson’s Straits work. She dragged her anchor, — 
and drifted ashore, and sprung a plate and got water in her hold, and it was 
considered wise to leave her there for the winter. That is as I Bigot o 


Hon. Mr, Stevens: What time of the year was that? — 
Hon. Mr. DUNNING: It was late. | if uc 


\ 
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ae ‘Henry THornton: Too late to get out. 

‘Sir Eveenn Fiser: What was the other accident? 

ae Douerty: A collision in the river Thames. 

Hon. Mr. Dunnine: The same boat. 

| Sir Eucene Fiser: Did you have an accident outside Pointe au Bouleau 
me lastuyeart: 0. 

‘ Mr. Donerty: Yes, we had a collision in the fall there; that is not included 
under the heading that ; we call “ serious accidents ” 

_ Sir Henry TuHornton: Do you want to go ahead? 

Mr, Henry: Operating revenues, vessels, close voyages, 1927, $10,234,560, 
as compared with $10,955,365.26. Total $10,223 964 as compared with 
$10,089,437. , 

Hon. Mr. Dunnine: I think we cone over, that. 

Sir Henry THornton: Then I do not think there is anything else now, 
ess you want to consider, as you did last year, each individual service. We 
have given you practically all of the figures with respect to the general figures 
it relating to the operation of. the Canadian Government Merchant Marine. I 
_ think there is nothing left now but to consider, if oH wish, each individual ser- 
> vice. : 

_ Mr. Durr: These accounts show, due Ey agents, about $600,000. Is that 
freights that were prepaid? 
os Mr. Coorrr: Would you repeat that, please? 
fF .. Mr. Durr: Is: that freights to be collected at destination and not yet 
remitted by the agents? 
Mr. Cooper: The amount due by agents is the amount outstanding collect- 
able by our agents, and not remitted. 

Mr. Durr: I beg your pardon? 

Mr. Cooper: It is the balance due by agents of December 31, 1927. It 
represents the balance carried by our agencies, not collected, ‘and therefore not 
remitted. 

Mr. Durr: Freights which were not prepaid? 
‘Mr. Coorzr: It may be prepaid too. 
" ae ‘Mr. Durr: But not in your hands? 
Dee Mr. Cooper: No. 
Sir Henry THornton: That will eventually come into our hands. 
_ Mr. Durr: Are all your freights prepaid or do they pay ee destination? 
_ Mr. Cooprr: Both ways; more or less prepaid. 
_ Mr. Durr: Do you insure your freights?_ : 
_ Mr. Douerty: No, we do not. 
Ne au Coorrer: We insure against damage to freight. 
Mr. Douerty: Do you mean, Mr. Duff, whether we cover the collected 
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ne Mr. Dore: Yes, the collect freight charges, - 
Mr. Douerty: ne we do not. 


| | SELECT STANDING COMMITTEE 
Hon. Mr. Dunnine: It is entirely up to the Committee. I onl 
that if we are examining the details of this company’s business, 1 
be of great interest to its competitors, we should sit privately; bu 
Committee does not desire to investigate the individual vessels anc 
that is the only question in whi ch private information is given. 
the Committe wants it. By she ira 1 | 
Mr. Betu: I have certain ques 
and regarding rates. Unfortunately, I was out o 
was made that this be taken up in camera. ann a te 
Sir Henry THornton: The point is that 1 ‘we reveal some service h 
which is profitable, we will at once direct competition to that servicer.) Van 
Mr. Durr: Sir Hénry, do you not think your competitors know whethe 
your service is profitable or not? . si hye RC NS ae 
Sir Henry THornton: I do not think so. Gi aN COA ns Ce 
The Cuamrman: Mr. Bell, you had some questions you wished to ask ; 
think those questions should be put in camera. ; Benes sip eM 
Mr. Bexu: Very good, Mr. Chairman. ~ 


tions to ask regarding the Australian § 


he 4 Oe 


The Committee went into camera. 


The Committee adjourned. vane ie 
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MINUTES OF PROCEEDINGS 


Room 429, House or Commons, 
Wepnespay, April 25, 1928. 


The Select Standing Committee on Railways and Shipping, owned, oper- 
~ ated and controlled by the Government, met for business at 11 o’clock a.m. this 
day, Mr. Goodison, the Chairman, presiding. 


The following Members of the Committee were present:— 
_ Messieurs: Beli (St. Antoine), Cantley, Stewart (Leeds), Dunning (Hon. 
C. A.), Fiset (Sir E.), Goodison, Harris, Jelliff, Jenkins, McLean (Melfort), 
Milne, and Power—12. 


In attendance: Sir Henry Thornton, president, Mr. Hungerford, Mr. Robb, — 
Major Bell, vice-presidents; Mr. R. A. C. Henry, Mr. Cooper, Mr. Doherty, 
and numerous other officials of the C. N. Railways and Canadian Government 

* Merchant Marine. : 


The chairman called the meeting to order and stated that all the members 
of the Committee present had a copy of the Estimates in their hands, and if 
. agreeable they would turn to page 3, at the item of $39,000,000. 


Sir Henry Thornton proceeded to give the details in connection with this 
item, assisted by Mr. Henry. Considerable discussion followed. 


Sir Henry Thornton filed statement of the Financial and Capital Require- 
ments for the nine months ending December 31, 1927, and the calendar year 
1928, to be placed in the record. 


General discussion on thé hotel situation, with special reference to Halifax 
and Vancouver. Statement under caption “Halifax Hotel” was re-read by Mr. 
Henry, for the information of a member of the Committee who had not been 
present at a previous meeting of the Committee when that matter had been 
gone over. 


Some discussion respecting the terminal situation in Quebec City, and 
the intentions of the Cafiadian National Railways in that connection. 


Sir Henry Thornton filed statement respecting Wooden Cars, in response 
to a question previously asked by Col. Cantley; same to be incorporated in 
the record. 


On motion of Sir Eugene Fiset the Annual Report of the Canadian National 
» Railway System for the year ended December 31, 1927, and the Estimates for 
1928-29, were adopted. - 


Bn 


Some discussion arose as to the Committee’s report to the House. After 


discussion,— | hs 
62144—14 ; 
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Mr. McLean (Melfort) moved, seconded by Mr. Jenkins:— 


~ 


That the Chairman submit a draft report to the Committee at their next 
meeting, for consideration before presentation to the House. | 


Agreed to. 


After discussion it was decided by the Committee that the next meeting 
would be held on Tuesday, May 1, at 11 o'clock a.m. in Room 429, with the 
understanding that Sir Henry Thornton and certain of his officials would 
be present. 


Sir Henry Thornton expressed the thanks of his officers and himself to 
the Committee for the sympathetic consideration they had given the report 
and the facts presented to them; and also for the many helpful suggestions of 
the Committee; that it had become a pleasure to come before them each year. 
and discuss the affairs of the railway. 


The Committee adjourned. 


t= 


MINUTES OF EVIDENCE 


CommiTreE Room 429, 
= | Housk or CoMMONS, 
Wepnespay, April 25, 1928. 


~The Select Standing Committee on Railways and Shipping met at 11 o’clock, 
a.m, the Chairman, Mr. W. T. Goodison, presiding. 


The CHarrMAN: If you will come to order we will start on the Estimates. 
You all have a copy of the Estimates, and if you will turn to page 3 you will see 
there the item of $39,000,000. 

Sir Henry THORNTON: Perhaps the best way to proceed would be to give a 
summary of the financial requirements and resources, applicable thereto, for 
the year ending December 31, 1928. The particulars are as follows:—Interest 
on Funded and Other Debts, ¢40,564,000—using round figures—Grand_ Trunk 

_ Pacific Guaranteed Interest, $1,108,000; Dividends on Grand Trunk 4 per cent 

~ Guaranteed Stock, $2,433,000; Sinking Fund Payments, $1,000,000; Equipment 

Principal Payments, $7,841,000; Retirements and Capital Obligations, $781,000; 
which makes a total of Financial Requirements of $53,740,000 ; less, Resources, 
excluding Eastern Lines, $41,815,000; Deficit, Eastern Lines, excluding interest 
on Halifax and Southwestern Railway First Mortgage Bonds, $155,645. That 
item represents $6,193,000; and adding the $41,800,000. and the $6,193,000, there 
iz a total deduction of $35,622,000, which leaves a net financial requirement of 
$18,118,000. To this there is to be added General Additions and Betterments, 
$95,685,000; New Equipment Series K, $1,000,000; Discount on Securities Issued, 
$545,000; totalling, $45,348,000. Less Financial Requirements for Eastern Lines, 
to be provided for in the Estimates of the Department of Railways and Canals, 
as follows:—Deficit in Net Income due to the operation of the Maritime Freight 

— Rate Act, 1927, $1,930,000; Deficit in net income due to causes other than the 

operation of the Maritime Freight Rate Act, 1927, $4,118,000. The last two 
items represent a total of $6,348,000, which leaves a final total of $39,000,000. 

Mr. Jeuurr: Could you give us an idea of what the $25,000,000 required 

- for betterments covers? ; 

Hon. Mr. Dunnine: Would it not be better to take each one of these items 
in its order, Mr. Jelliff? I would just suggest that Mr. Henry give a brief explana- 
tion of each of the items read by Sir Henry Thornton. Many of them have 
been gone over before, but it 1s just as well to recapitulate each year and see 
where we are. | : - 

Mr. Henry: The first item is Interest on Funded Debt. For comparative 
purposes, you will find the Interest on Funded Debt on page 15 of the report, 
Interest on Funded Debt, $40,448,274, Item 546. 

Mr. Jetuirr: It is a little more this year? 


Be es Wire eNRY:: Ves.°..T he second item is Interest on the Grand Trunk Pacific, 
Ba §1:108,0008 22 


be a 
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Hon. Mr. Dunnine: Explain how that arises, Mr. Henry. 

Mr. Henry: That consists of the following items:—4 per cent Grand Trunk 
Pacific, Lake Superior Branch, First Mortgage Bonds. | 

Hon. Mr. Dunntne: Guaranteed by the Dominion? J 

Mr. Henry: Guaranteed by the Grand Trunk Railway Company of Canada. 

4 per cent Grand Trunk Pacific, Prairie Section, A Bonds, and Prairie Section, — 
B Bonds. Those are the amounts due on April 1st and October Ist, 1928, and 
they total $1,108,000. 

Hon. Mr. Dunnine: Which bonds are those? 

Mr. Henry: Those were the bonds which the Grand Trunk Railway Com- 
pany of Canada, under the 1903 agreement, were obligated to guarantee, the ~~ 
second mortgage bonds; the Government guaranteed the first mortgage bonds, 

Hon. Mr. Dunning: And, on our becoming the owners of the old Grand 
Trunk, we inherited their guaranteed obligations? | 

Mr. Henry: The third item, amounting to $2,433,333, represents the..guar- 
antee on what was known as the Grand Trunk Guaranteed stock. ; 

Hon. Mr. Dunnine: That is the old Grand Trunk? | 

Mr. Henry: The old Grand Trunk Guaranteed Stock, under the arbitra- 
tion arrangement. 

Mr. Harris: What item would that be in last year’s business? 

Sir Henry THornron: You dealt with that at this time last year for 
last year. That appears again this year, to be dealt with for this year. It is 
an annually recurrent item. ; 

Mr. Harris: Where is it reflected in last year’s statement?. 

Sir Henry THornton: If I remember rightly, we had the same discussion 
last year with respect to all of these recurrent items. - In fact, they have been 
coming up year after year, | | 

Mr. Henry: It is the 5th item on page 26 of the Annual Report, Mr. 
Harris. | 
Hon. Mr. DunninG: 4 per cent Perpetual Guaranteed Stock. The same 
item of Interest. : 

Sir Henry THornton: Does that answer your question, Mr. Harris? 

Mr. Harris: Yes. ¥ 

Mr. Henry: The next item is Sinking Fund, $1,012,425. 

Hon. Mr. Dunntna: These Sinking Fund payments relate to specific bond 
issues? 

Mr. Henry: Yes. 

Hon. Mr. Dunnine: There is no need to detail them, except to make it 
clear that there is no sinking fund in connection with every bond issue, but only 
‘in respect to certain of them that are still running, of the old corporate 
obligations. Ni * 

Mr. Henry: They are Canadian Northern Guaranteed Debentures, 
National Transcontinental Branch Lines, and several other issues with sinking 
fund provisions. The next item is Equipment Principal Payments, $7,841,000. 
The Equipment Series G, H and J; the Canadian National Equipment Series 
F’; the old Grand Trunk Railway Company of Canada; Equipment on the Grand 
Trunk Western Lines; Grand Trunk New England Lines, a small equipment 
issue there; and Equipment Series A, B, CG, D and Hj, Canadian Northern Rail- ~ 
way System. The next item is $780,000, Retirements, Capital Obligations. 
This represents the amount required to retire Grand Trunk Junction bonds. 

Hon. Mr. Dunnine: There are some other items too? 


\ 


Mims 
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Mr. Harris: I do not understand what he is talking about. 

Sir Henry THORNTON: We are dealing with the items entitled Retirements, 
Capital Obligations, and Mr. Henry is trying to give you the details of that 
item of $781,000, and he got so far as to say that part of it was due to the 
contemplated retirement of the Grand Trunk Junction Railways bonds. 

Mr. Henry: They appear on Page 27, near the bottom. 

Mr. Harris: Just read the item. 

Hon. Mr. Dunnine: 5 per cent Mortgage Bonds, Grand Trunk Junction. 

Mr. Henry: Due January 1, 1934. 

Sir Evcene Fiset: It is hard for the members of this Committee, not having 
before us the written explanations, as read by Mr. Henry, to follow these 
items. 

Sir Henry THORNTON: aot of these items are in the Annual Report it- 
self. | J 
Mr. Jeturr: The amount of those bonds in that item is $918,960. 
Mr. Henry: Some of them have been retired already. They represent a 
first mortgage upon what is known as the Grand Trunk Junction Railway, which 
extends from 49th Street to Elsdon Street, Chicago. The purpose of retiring 
these bonds is to permit the discharge of the mortgage on certain properties sold 


years ago to the Santa Fe, and in connection with which the Canadian National 


Railways will receive $1,300,000. ‘That discharge cannot be given until these 
bonds are paid off, so the purpose of discharging this mortgage is to permit that 
transaction to be completed. The total of the items just mentioned is 
$53,740,179. As against that, there are certain resources excluding the Eastern 
Lines. These resources are estimated at $41,814,919, and they represent the 
estimated difference between the revenues and expenses for the coming year. 
Of those resources, $6,192,000 represents the estimated resources of the Eastern 
Lines. 

Hon. Mr. Dunnine: Not the resources of the Eastern Lines, but the 


. resources receivable from the Dominion Government with respect to the Eastern 


Lines? 

. Mr. Henry: . That is right. Making the net resources for the system, 
exclusive of the Eastern Lines, $35,621,919. 

~~ ‘Mr. Jeturr: That item of $6,192,000 is not included in the $41,000,000? 

Mr. Henry: That is not includéd in the $41,000,000? 

Mr. Jeturr: Then, your resources would be, $48,000,000? « 

Mr. Henry: No, one is a credit and the other is a debit. This leaves 
the net financial requirements at $18,118,000. The next item is General 
Additions and Betterments, amounting to $25,685,385, which is the net figure. 
The gross figure is $28,983,238, and the credit, due to Equipment Retirements, 
is $3,297,853. 

Sir Henry TuHornton: This is the point that you raised, Mr. Jelliff? 

Mr. Henry: We have this under two different classifications, the first is 


‘General Betterments for the Entire System, $18,789,910. 


Mr. Harris: And the figure for last year? 
_ Mr. Henry: Last year it was $14,780,566. 

Mr. Harris: ~Where is that shown in your statement? 

Mr. Henry: That is shown in last year’s budget. That, of course, repre- 
serited a nine months’ figure. 
Sir Henry Tuornton: I will file the statement which is the Financial 
and Capital Requirements for the Nine Months ending December 31, 1927, and 


_ the calendar year 1928. > 
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FrxancIAL AND CapitaL REQUIREMENTS FOR THE NINE MONTHS ENDING DECEMBER 31, 1927 
AND THE CALENDAR YEAR 1928 


Budget 9 Months 


Increase 


Budget 
an ending Calendar or 
Dec. 31, 1927 Year 1928 Decrease 

$ ets. $2 cts. $ cts. 
Interest on Funded and Other Debt.... 27,465,489 96 40,564,010 29 13, 098,520 33 
G.T.P. Guaranteed Interest............ 54,040 00 1,108,080 00 ~ 554,040 00 
Dividend on G.T.R. 4% Guaranteed 

BLOG oo ine ean ie eats Beer ee eee 2,483 333 38 2, 4595 OOO | OOts aii uk aoa 

Sinkiig Fund Payments:.......5..0i:. 827,718 39 1,012,425 88 184,707 49 
Equipment Principal Payments......... 6,244,000 00 7,841,400 00 1,597,400 00. 
Retirement of Capital Obligations...... 20,000 00 - 780,929 72 760,929 72 


? 


Less: Resourcessc eee ae lo ee area 


Resources except Eastern Lines..2. 28. bee. eee 


Deficit Eastern Lines except interest 


37,544,581 68 


34,529,000 00 


53,740,179 22 


41,814,919 22 


16,195,597 54 


Halifax & South Western bonds....]................ 6,192,999 50)) 35,621,919 72). 1,092,919 72 - 
Net Financial Requirements. . 3,015,581 68 18,118,259 50] 15,102,677 82 
General Additions and Betterments. . 17,834,418 32 25,685,885 00 7,850,966 68 
New: Equipment. Series Ke cr vne< een wets oe ener s y 1,000,000 00 1,000,000 00 
Discount on securities to be issued.. 1,650,000 00 545,000. 00 1,105,000 00 


i 


22,500,000 00 45,348,644 50| 22,848,644 50 
Less financial requirements for Eastern 4 CH MAE 3 

Lines to be provided for in Esti- 

mates of Department of Railways 

Bnd Cranage? he ee Rs ees ee ee oy ck Sane ae 


6,348,644 50 6,348,644 50 


Unial cna ener 22,500,000 00 39,000,000 00} 16,500,000 00 

Hon. Mr. Dunnrye: That gives the details of the item asked for by 
Mr. Jelliff? see . 

Mr. Henry: The second item under this classification is Co-ordination. 


This represents the work done at the junction of two railways, such as the 
Canadian Northern and the Grand Trunk Pacific—$84, 500. The third item is 
Hotel Department, $3,652,758. 

Mr. Bretu (St. Antoine): Is that your estimate of the hotels?- 

Mr. Henry: This is the estimated capital expenditure which will be 
required for the coming year, in connection with hotels. 

Mr. Betut (St. Antoire): I beheve Sir Henry was going, to ee us a 
statement regarding the hotel situation at Halifax. 

Sir Henry THornton: On page 11 of the Annual Report, under the 
caption “Halifax Hotel” will be found a statement that represents the position — 
of the Company with respect to the Halifax Hotel. I assume that this has 
been read and it need not be_read now. It represents the statement that I 
would make, and to that I do not know that there is anything I can add. I will 
be glad to answer any questions that may be asked. 


Mr. Betu (St. Antoine): 1 regret that I have not read this statement. 


Sir Henry THornton: It might clarify the situation if that statement 
were read, and I will ask Mr. Henry to read it. 


Mr. Henry: (Reads): 


In 1926 a plan, which had been privately promoted for the erection 
of a modern hotel at Halifax; was presented to the Board of Diese 
for consideration. The plan was found to be unsatisfactory in its method — 
of finance and was rejected. The need of more modern hotel facilities — 
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at Halifax was, however, apparent to the Board, and it was recognized 
that, with the establishment in the winter of 1928-1929 of the new and 
important services of the Canadian National Steamships between Halifax 
and the West Indies, this need would become still more pressing. Pro- 
tracted negotiations ensued between Halifax financiers and the National 
Railways in an effort to arrive at a satisfactory plan whereby such 
Railways might participate in the promoters’ undertaking, although the 
inclination of the Board was that the National Railways should itself 
construct and own a hotel at Halifax. After these negotiations had 
been in progress for some time the Canadian Pacific Railway was invited 
by the promoters to participate in their enterprise, but no decision was 
reached by the Board of that Company until September 26, 1927, when _ 
it decided to take up $350,000 of the Preferred Stock in such enterprise. — 
On July 14, 1927—more than two months prior to this action by the 
3 Canadian Pacific—Col.“J. L. Ralston, Minister of National Defence, had 
- announced that the possibility, of the Canadian National Railways par- 
ticipating financially im the building of a hotel by Halifax promoters 
had been considered by the Cabinet and that approval would not, without 
the direct authority of Parliament, be forthcoming for the purchase by 
the National Railways of minority shares in a privately financed hotel. 
On July 20, 1927, the National Railways announced that an appro- 
priate amount for the provision of hotel facilities at Halifax would be 
included in its annual budget to be submitted to Parliament. On Septem- 
ber 23, 1927, further representations that the National Railways should 
purchase preferred shares in the privately promoted Halifax hotel were 
considered by the Cabinet; and Col. Ralston immediately notified the 
President of the Hotel Company that the Cabinet had adhered to the. 
decision reached on July 14, and emphasized the announcement of the 
intention of the National Railways management to include in the 1928 
Budget a railway terminal hotel at Halifax. The decision of the Cana- 
dian Pacific to take up the preferred stock of the Hotel Company was 
made by the Executive Committee of that Railway Company three days 

later. 

_ The site for the new combined station and hotel of the National 
Railways at Halifax, upon which -foundation work is proceeding, is 
admirably situated to serve the transportation needs of the community, 
being on the ocean terminals, and immediately adjoining the present 

| station of the National System. Ample land ‘was available without 
- additional cost. The hotel is to have one hundred and sixty rooms with 
: ‘an ultimate capacity of three hundred rooms. Authority is asked in 
the Railway Estimates for the expenditure of $1 250,000. The Board 
: believes that it has acted with wisdom and has followed that course which 
- ~ was essential for the protection of the interests of the National Railways. 
Mr. Bei (St. Antoine): I presume, as a result of this private hotel going 
up, there will be two hotels in Halifax? g . 
Sir Henry TuorntTon: Unquestionably that will be the final result. 
- ——s Mr. Bex (St. Antoine): According to this statement, the Canadian Pacific 
were asked to come in to the negotiations for the building of a joint hotel with 
the Canadian National? 
fe Sir Henry THorNTON: The original proposal was a private hotel, in which 
it was suggested that the Canadian Pacific should participate, and they did 
participate, as has been explained in the statement which has just been read. 


Mr. Cantiey: Could you give us the details on this item? 
~  * Mr. Henry: $1,250,000. 
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Sir Henry Tuornton: Perhaps Mr. Bell may have further questions to 
ask, and I would suggest, if it is agreeable to the Committee, that we finish - 
this item before we proceed to any other. | 

Mr. McLean (Melfort): The $1,250,000 will build the hotel and furnish it? 

Sir Henry THorNTOon:» Yes. : : 

Mr. Brit (St. Antoine): I was wondering whether there was business for _ 
two hotels in Halifax? F : 

Sir Henry THorntTon: That is a matter of opinion. I might observe for 
what it is worth, that the capacity of the two hotels under contemplation repre- _ 
sents the combined capacity of the present existing hotels in Halifax. Without 
any reflection whatever upon those hotels, they have not been regarded as 
adequate, nor of a satisfactory character for the hotel trade in Halifax. In 
other words, this is a substitution of what might be described as really modern 
hotel accommodation, in an equal quantity to that which existed before, and . 
which has not generally been regarded as of a modern character. It only repre- 
sents about three hundred rooms. Opinions differ as to what is going to happen, 
and I do not know that I can tell you any more than that. 

Mr. Brut (St. Antoine): How big is the hotel at St. John, the United Hotel 
there? 

Sir Henry THornton: I think it has about two hundred and eighty rooms. 

Sir Eucene Fiser: This amount of $1,250,000, for the Halifax Hotel, is 
included, I suppose, in the general statement of $39,000,000? 7 

Sir Henry THornton: It is part of the total amount asked for Additions 


and Betterments. We are now discussing the details of the $25,000,000. 

Mr. Bexy (St. Antoine): You were negotiating, at one stage, with the pro- 
moters of this private hotel? 

Sir Henry THornton: Yes. 

Mr. Bety (St. Antoine): And the C.P.R. were also asked to come in with 
the private interests building this hotel? 

Sir Henry THornton: Yes. ; 

Mr. Bex (St. Antoine): Then it was announced that Colonel Ralston had, 


after consultation with the Board of Management, decided that you would really 
cut off these negotiations, and build your own hotel; is that my understanding? 

Sir Henry Tuornton: The original proposal to participate in what is 
known as the Lord Nelson Hotel, which is the present private hotel, came to 
us from the promoters of that hotel. We examined the proposal, and rejected 
it because we were not satisfied with the financing. In saying that, I mean no 
criticism, but merely that we thought it was not what we would like to see it. 
While these negotiations were on, and, as far as I can remember, without 
knowledge to us, the Ganadian Pacific Railway were asked to also participate 
in the Lord Nelson Hotel. The attitude of our officers, and our Board, has 
always been that we would prefer to own our own hotel at Halifax. In discussing 
the matter with the Government, there was some consideration on their part, 
and they finally concluded that they would reject that proposal, in so far as the 
Government were concerned. This brought our Board back to its original 
thought, that we should own and control entirely our own hotel at Halifax, 
having regard to our new West Indies services, and what we regarded as our 
predominating interests in the city of Halifax, - 

Mr. Bey (St. Antoine): Could these private interests build the hotel without 
the co-operation of either of the railway companies? ~ . 


Sir Henry TuHornton: They could, if they had cared to. do it. 
Mr. Bexn (St. Antoine): They were planning on getting the co-operation 
of one of the railways? : | 
% 


i 
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__ Sir Henry THornton: When any enterprise of a hotel character is pro- 
jected in any city in Canada, there is always the desire to secure the co-operation 
and the financial assistance of the Canadian National Railway. 
Mr. Betz (St. Antoine): This joint hotel proposition was never talked over 
with the Canadian Pacific? | | 
Sir Henry THornton: I want to be’quite careful to answer your question 
accurately. I think I can’ answer your question safely by saying “No,” although 
there were certain conversations, with respect to this situation, in which the 


Canadian Pacific and ourselves discussed the matter, but neither suggestion _ 


from either side was satisfactory to the other, and:the matter dropped. 

Mr. Bett (St. Antoine): I believe there is some mention made of that 
hotel in the Canadian Pacific report? 

Sir Henry THornton: There is mention made. 
| Hon. Mr. Dunning: While that report is being found, Mr. Bell, perhaps 
the Committee would be interested in the position of the Government, and the 
reason for it. The tentative proposal was the investment of money. by the 
Canadian National in a privately owned enterprise, the amount being $250,000. 
The view of the Government was that this might be considered a major item, 
and as it had not been included in the last budget, and had not been passed 


upon by Parliament, authority could not properly be given by the Government. 


It was not of a sufficiently emergent character to justify the Government giving 


authority, without the consent of Parliament in the manner in which we are now 


dealing with the estimates of the Canadian National. 


Mr, Betz (St. Antoine): The only thing that I am personally interested 
in is whether there is really room for two big hotels in Halifax. 
Sir Henry THornton: That is a matter of opinion, Mr. Bell. . We are 


~ not interested ourselves in whether the hotels will pay or not; we are interested 


in whether or not our own hotel will pay. We are not the custodians of the 


* 


ead 


t 
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financial affairs of others who may embark upon a competitive enterprise. We 
believe, having regard to all the circumstances, that the hotel which we propose 
to build will pay. Opinions differ as to whether the two will pay or not. 

Mr. McLean (Melfort): What percentage of the passenger traffic into 

Halifax, overland, is carried by your road? 

3 Mr. Wetpon: I think about 90 per cent. 

Mr. McLean (Melfort): And a large percentage. of the traffic by water 
from overseas is landed near your proposed site? 

Sir Henry THorNTON: Within a relatively few steps. I suppose the aver- 
age passenger could’ walk from the Ocean Terminals to the new hotel in five 
minutes, | 

Mr. McLean (Melfort): And.in coming away from Halifax they will have 
to leave by your station? 


~*~ Sir Henry THornton: I was speaking of the Ocean terminals. In so far 
as the land transportation is concerned, it is merely two minutes*from the hotel 
to the station, the two being in the one building. 


‘ 


v, 


= Mr. McLean (Melfort): And the bulk of the overseas passengers leaving 


Halifax have to leave through your station? 
Sir Henry THORNTON: If they want to get out of town, that is the best 


- way to go. 


Mr. Power: Were the Canadian National Railways at any time, in any 


- way, ever committed to participation in this joint hotel enterprise? 


Sir Hpnry TuHornTOoN: No. 
Mr. Bett (St. Antoine): Could we have that statement read? 
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Mr. Henry: This is on page 7 of the Annual Report of the Canadian 


Pacific Railway for the year ended December 31, 1927. (Reads): 
Your Directors, after discussion with the National Railways and 


$100,000 of the Preferred Stock in the Lord Nelson Hotel at Halifax, 
Nova Scotia, the National Railways undertaking to recommend the 
i Government’s approval of a subscription by that Company of $350,000 


of such stock. This arrangement was not given effect to owing to Gov- 


ernment objection, and your Company was pressed to increase its sub- 
scription to $250,000. Your Directors considered that, in view of your 
ownership of the Dominion Atlantic Railway serving the important 
tourist centres of the Evangeline country and connecting through the 
Eastern Steamship Company with the Port of Boston, the local project, 
which received general support in Halifax, should be assisted to the 
extent mentioned. The subscription was accompanied by an offer to 
the National Railways to transfer to that Company or the Government 
$250,000 of the Preferred Stock at cost up to July 1st next—in other 
words, renewing the proposal of the National Company to this Com- 
pany. The National Railways shortly afterwards announced the con- 
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upon the strong recommendation of the latter, agreed to subscribe for 


— 


struction of an hotel by that Company. Your Directors deplore this 


duplication as entirely without justification and are continuing negotia- 
tions with the National System in the hope that a Way may be found 
of avoiding it. =o 


Mr. Bett (St. Antome): Are there any other remarks that you have to 
make, outside of those you have already made, regarding that statement? 


Sir Henry THornron: The report reads “after discussion with the — 


National Railways and upon the strong recommendation of the latter.” There 
were verbal discussions between Mr. Beatty and myself with respect to this 
situation, but no definite decision was reached with respect to the position of 
the Canadian National Railways. I can only recall, in that connection, Mr. 
Beatty asking me the question whether I thought a new hotel was needed at 
Halifax, and whether I thought it would pay. My recollection is that I said 
it was needed, and I thought it would pay, but that was merely an opinion 
with respect to the general hotel situation in Halifax. 2 

Sir Eugene Fiser: But the fact remains that the C.P.R. asked you to 
subscribe for $250,000 worth of the preferred stock? 

Mr. Power: The Canadian National asked the C.P.R. according to that 
statement? : ; 

Sir Eugene Fiser: The C.P.R. had an interest of $300,000 in that hotel, 
and they would have had a controlling interest? — 

Sir Henry THornron: We did not ask the Canadian Pacific Railway to 
participate in the hotel, curious as it may seem. No doubt there is a misap- 
prehension, but, with much courtesy, I would say that we did not invite the 
Canadian Pacific Railway. pone eS 


Mr. Powrr: You did not initiate any negotiations leading to the con- 


struction of a hotel jointly by the two roads? is : 
Sir Henry Tuornton: No, ieee = 


Mr. Powrr: And in so far as that statement seems to insinuate that it 
is not correct? ue: ‘ Nae 


Sir Henry THornton: It is inaccurate. 


o 


Mr. Bextu (St. Antoine): The C.P.R. Directors seem ‘to be under the «Se 
Impression that two hotels will not pay, whereas the view of the management _ 


of the Canadian National is that your hotel will -pay? 
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Sir Henry THornton: I can only say that if the Directors of the Cana- 
"dian Pacific. Railway feel that two hotels will not pay, they would have better 
_ kept out of the field. However, that is a matter which rests: entirely with 
— their own judgment, and I would not presume to express an opinion. 
_ Mr. PowER: You did express an opinion in the report; you said you had 
acted with wisdom. 


Sir Henry THORNTON: That is with respect to our position. Sometimes 
essential facts are overlooked, and I thought that further emphasis would do 
no harm. | 


‘ ; Mr. Henry: The $3,000,000 is made up as follows: $2,000,000 for the 
— Chateau Laurier; $100,000 for the Vancouver Hotel; $176,000 for the Jasper 
Lodge; $49,000 for Minaki Lodge; and $44,150 for Pictou Lodge. 

: Mr. McLean (Melfort): Is that a new hotel that is being built? 

"i Sir Henry THornton: That is a proposition which we acquired, as I 
recall it, about two or three years ago. It is on the seashore, not far from 
. Pictou. We took this Lodge over and it.has been found to be quite satisfactory 
= irom the financial standpoint. We are enlarging the facilities, and improy- 
=: ine it. = 


a 
= Mr. McLEAN (Melfort) : That is at Pictou, Nova Scotia? 

— sir Henry THorRNTON: Yes. There is insufficient sleeping accommoda- _ 
_— tion in the Lodge, and we are adding room, the business having justified it. 


Mr. Power: Have you ever considered constructing a hotel in Quebec? 

= Sir Henry Tuornton: Overtures have been made to us with respect to 
- participation in another hotel at Quebec. Those overtures never reached a 
> very tangible proposition, but, broadly speaking, my feeling has been that, 
with the possible exception of certain seasons of thé year, the present Chateau 
- Frontenac is adequately fulfilling the needs of the travelling public at. Quebec. 
Until we have met the more pressing hotel situations elsewhere, such as at 
Ottawa, we thought that it would be’ unwise to embark upon anything there. 
ae Mr. Power: The negotiations you spoke of were with respect to a hotel to 
e be constructed on what is called Montcalm Market, opposite the Auditorium? 


s ~ Sir Henry THornton: That is right. 

— Mr. Power: As a matter of fact, you own property only a few yards from 

the Chateau Frontenac, which would be an ideal site for the construction of 
a hotel? 7 | 


Sir Henry THorNTON: I cannot answer that off hand. I would accept 
your statement if you say we do. me : ee 

Mr. Power: A number of years ago I think the Grand Trunk purchased 
some property above the Terrace in-line with the Chateau Frontenac, sup~ 
posedly for the purpose of, constructing a hotel. General Fiset tells me that 
that might have been a personal purchase made by Mr. Hayes. 

Sir Henry THORNTON: The only property we own in the immediate 
vicinity is the Ticket Office opposite the Frontenac, and that would be insuffi- 
cient, of course, for a hotel. 

Mr. Power: In the shuffle between the Grand, Trunk and the Canadian 
‘National Railway, this property may have gone back to the Hayes Estate. 

— Sir Henry THornton: At the moment, the only property we own in 
that vicinity is the Ticket Office. The Vancouver Hotel situation is this. Many 
years ago, when the Ganadian Northern built into Vancouver, that railway 
‘entered into a contract with the city of Vancouver, which required a number 
» of things. I do not know of anything that was left out of that contract, as 
oe. far as obligations of the Canadian Northern were concerned. We were confronted 
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with the execution or fulfilment of our contractual obligations as a result of 


that contract. Many of the obligations were frankly admitted by the city to 


be uncalled for and unnecessary. Finally, however, an arrangement was reached 
with the city as a result of which if we would undertake to build: within a 
relatively short time, a suitable hotel at Vancouver, the other contractual 
obligations would be waived by the city. We thought it an advantageous 
arrangement to make, first. because we felt the need of a hotel for the Cana- 
dian National Railways at Vancouver. And secondly, because by doing so 
we relieved ourselves of presumably large expenditures which we thought 
unnecessary. That briefly represents the Vancouver position. . 


Mr. Power: I am not referring to hotels now but I have in mind certain 
contractual obligations on the part of the National Transcontinental Railway 
—how your railway—towards Quebec, to build terminals and railway stations 
and all that, which they have not paid much attention to or given much con- 
sideration to for the last fifteen years. 5 


Sir Henry THornton: As far as that is concerned, Major, the Canadian 
National Railways must—and the company wishes to—comply with all of its 
contractual obligations. The situation with respect to Quebec is both long 
and complicated. | 

Mr. Power: So complicated that we cannot move. 

Sir Henry THornton: If this Committee would like to go into it, I am 
quite willing to do so, and I can assure’ you I-am glad the opportunity is 
presented to make this statement that however little the people of Quebec think 
is being done, we are dissatisfied with the terminal situation in Quebec, we are 
examining with a view to remedying it and we propose to do so just as quickly 
as we possibly can. It requires no urging on us to improve our terminal situation 
in Quebee which we do not regard at present as satisfactory, . 

Mr. Power: Perhaps this is not the time to discuss it but I have a few 
questions to ask, with the permission of the Chairman. pi 

The CHAIRMAN: Yes, 


Mr. Power: You have a contract at the present time with the Canadian 
Pacific Railway for the use of the Canadian Pacific Station. 

Sir Henry Trornron: Yes. 

Mr. Power: Would it be possible to tell me when that expires? 

Sir Henry Tuornton: I will ask Mr. Hungerford, who is more familiar 
with the details of that than I am, and can give you the dates and particulars. 
which perhaps I cannot, to answer that question. Will you please, Mr. 
Hungerford? - 

Mr. Huncerrorp: In 1915, I think, an agreement was made between the 
National Transcontinental and the Canadian Pacific Railway, by which the 
National Transcontinental secured a fifty per cent interest in what is known as 
the Palais Station terminal, and that agreement provided for the use of those 
facilities by all railways that were owned or controlled by the Government, or 
in the future might be’owned or controlled by the Government. So for all 
practical purposes the Canadian National owns a fifty per cent interest. We 
pay fifty per cent-of the interest and have equal rights. | 

Mr. Power: You pay fifty per cent of the maintenance, the C.P.R. own the 
building, and they let you in on condition that you pay to maintain it. 

Mr. Huncerrorp: We pay fifty per cent of the interest on the investment, 
and we pay a wheelage proportion of the upkeep. That is in proportion to the 
number of cars. arse 

Mr. Power: So it is really a lease or rental? 

Mr. Huncerrorp: It is equivalent to half ownership. 
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Mr. Power: Equivalent to half ownership because you pay half the 
interest? 
Mr. Huncerrorp: Yes. 
Mr. Power: That is a new way of acquiring property, to my mind. And 
you pay on a wheelage basis for all the cars which enter the station. 
: Mr. Huncerrorp: Exactly on the same basis as the C.P.R. are charged 
too. 
Mr. Powrr: When does this agreement expire? 
- Mr. Huncerrorp: The agreement was drawn for 99 years. That was sub- 
ject to legislative approval. 
Mr. Power: Has it ever been approved? 
_- Mr. Huncerrorp: I think not. | 
Mr. Power: Are you bound to continue to use these railway terminals for 
99 years? 5 
Mr. Huneerrorp: I think we would have to ask the lawyers that question. 
T do not know. ar ; 
Hon. Mr. Dunning: You are a lawyer yourself, Major Power. 
Mr. Power: I have never heard of an agreement like that in my life. 
Sir Henry THornTon: It is a common agreement in railway practice. 
Mr. Power: I have never heard of acquiring property in that fashion. 
You could pay for 99 years and the property would still be that of the C.P.R. 
Mr. Huncerrorp: Quite true. 3 
Sir Henry THornton: I think technically Mr. Power is right, in that we 
acquire certain rights for the use of that station under certain terms. Those 
terms are the payment of fifty per cent of the capital charges; the division of 
maintenance on the basis of use. That agreement ‘continues for 99 years and 
we think has not yet received legislative approval but we are not certain. 
e Hon. Mr. Dunning: It has not received legislative approval. 
~ Sir Henry TuHornron: Technically speaking we enjoy the use of that 
station under this arrangement with the C.P.R. At the expiration of the 99 
years the property would not be ours. 

Mr. Huncerrorp: ‘There is an important phase of the matter which has 
not been mentioned, and that is that a considerable proportion of the real 
estate involved in the-joint terminals belongs to the Canadian National Railways, 

~ and under the terms of the general agreement that is leased to the Canadian 
Pacific. So a considerable amount of the land actually belongs to the Canadian 
National Railways. 
Mr. Power: That is the land surrounding it, but not the land on which the 
station is built or on which the tracks are laid. ‘ 
Mr. Huncerrorp: Yes, there is a lot of property included in the joint area, 
and leased by the Canadian National Railways or its predecessors to the Cana- 
dian Pacific under the general provisions of the agreement. 

Mr. Power: Is it the intention of the National Railways to submit this 

~ agreement for legislative approval at any time? 
Mr. Huncerrorp: I do not know that. 
i> Henry Tuornron: That is a new question. I do not know. It seems 
to have proceeded very satisfactorily without formal baptism. Whether the » 
child should be presented for baptism or not I would not like to say. 

Mr. Power: Is that an ‘nsinuation that the child is more or less illegitimate? 


Sir Henry THorRNTON: Well at least it has no parents. _ 
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Hon. Mr. Dunnrne: It-was an arrangement made by Mr. Gutelius I think. : 
- It never was submitted for approval. aa 


Sir Eugene Fiser: Usually these 99 year leases are confirmed by Order in 
Council. 

Hon. Mr. Dunnina: I do not think there was any confirmation of it at all. 
As I have said, it was made by Mr. Gutelius. 

Sir Evcene Fiser: It does not need special legislation. It needs simply 
an Order in Council. - 

Hon. Mr, Dunntna: I think possibly that is so, but it has not been sub- 
mitted for approval, at least I have no knowledge of it. It seems to work well 


‘ without it. 


Sir Henry THorNtToN: In putting together these properties a good many 
queer things were done years ago, and little by little we come across things that 
ought to have been done differently and which may require legislative approval, 
and as fast as we get hold of them we try to straighten them out. In the older 
days, there was a good deal of laxity, and by that I do not mean criticism that 
the former owners of the various properties were not as precise in their various 
transactions as we find it necessary to be to-day. : 

Mr. Powrr: You know, Sir Henry,-that at the time this contract was 


was pledged to build a largé station on another site altogether, and had actually 


received from the city of Quebee property worth anything from two to fiva © 


million dollars which it still keeps. ; 

Masor. Bett (Deputy Minister of Railways); That was an agreement 
between the Transcontinental Commissioners and the city of Quebec; not the 
present management. 

Mr. Power: In the same way probably in 1915 it’ was not the present 
management. . 

Masor Betu: It was with the Transcontinental Commissioners and the 
city of Quebec. It was not at that time under Government management. That 


is, the Transcontinental was not. Mr. Gutelius for instance was the man in 


charge. 

Mr. Power: The property involved though came into the possession of the 
Canadian National Railways. : 

Masor Buauu: Oh, yes. 

Mr. Power: You got the property whatever else was done. 

Masor Betu: When it was transferred from the Transcontinental Commis- 
sioners to the management of the Intercolonial Railway then that agreement 
was entered into by Mr. Gutelius, with the Canadian Pacific Railway. Mr 
Gutelius at that time representing the Government Railways. : : 

Sir EUGENE Fiser: The title is now vested in the Canadian National Rail- 
ways. : | 

Masor Beuu: No, it is vested in the Government. — : 

Hon. Mr. Dunnrne: The Government has the lands. 


Mr. Huncerrorp: My understanding is that the present agreement is” 


enforceable for a period of 21 years, and subject to legislative approval would 
continue for 99 years. Ae 

Sir Eucenr Fiser: It is exactly the same as the ordinary leases passed 
by the department in Ottawa. An Order in Council for the 99 year lease does; 


and notwithstanding the fact that the agreement was for 99 years, as it has not 


been confirmed by Order in Council, 21 years is the legal period that applies. 
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Mr. Power: So we have to wait willy nilly whether the traffic increases or 
not for another 20 years or another 7 or 8 years before we get better terminal 
facilities in Quebec? 
Sir Henry Tuornton: I would say that would be an unduly pessimistic 
view, Major. 
Mr. Power: I think I am sustained in pessimism when I reflect on the 


past history of this transaction. 


Sir Henry THorRNTON: It is a complicated thing and we have been try- 
ing to get at the legal aspect of it. And every time I get a legal opinion I 
know less about it than I did before, and probably others have had the same 
experience. 

Mr. Powrr: That is perhaps a suggestion that you might get a better 
legal staff. | 

Sir Hpnry THorNToN: Well I can think of one member of the Bar who 


| would be a valuable member of our staff. 


Mr. Power: That offer might be considered. 


Sir Henry TuHornton: Now we are really getting on. Then I might 
suggest perhaps that it might be allowed to stand meantime and that Mr. 
Power settle this privately. 


Mr. Power: The latter part of our fee on might be settled privately. 
A short time ago, Sir Henry, you said you were not satisfied or that you 
were dissatisfied with the terminal facilities at Quebec? 


Sir Henry THoRNTON: Yes. 
Mr. Power: Did you refer to this agreement? 
- Sir Henry THornron: I am speaking generally and that is part of the 


‘situation. 


Mr. Power: Could you tell me, for my information, what else is unsatis- 
factory? 
_ Sir Henry THornton: In Quebec? 
Mr. Pownr: Yes. 


Sir Henry THornton: No, I do not know that I can. I do not quite 
know where you are headed. 


Mr. Powmr: If I knew what was Gren taraceary: I might urge on the 
Canadian National Railways to remedy the situation. 


Sir Evens Fiser: They may be dissatisfied with the representation here. 
Mr. Powrr: They might, but he does not vote. | 
Sir Henry THornton: What is that? No, if I voted, I would probably 


‘ be one of your most ardent supporters. 


Mr. Pownr: . I do not think that is a fair question to ask, Sir Henry; 


- jt involves a lot. 


Sir Henry THORNTON: It involves a terrible lot. 
Mr. Power: I will drop it 
Hon. Mr. Dunnine: There are many such situations from one end of 


Canada to the other, and old ones come to life again every once in a while, 


that we did not know about before. 


Mr. Powrr: But you are really giving it your attention? 
Sir Henry THorNtTon: Oh yes, Ivassure you of that. 
Mr. McLean (Melfort): Just what\is the need for a hotel in Vancouver 


_ at the present time, Sir Henry? 
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Sir Henry THornTon: With much courtesy and with no desire to cast 
any reflection upon anyone, the only hotel in Vancouver to-day of large size, 
which is adequate to cope with the trafhe needs of the community, is the 
Vancouver Hotel, which is owned by the Canadian Pacific Railway Company. | 

Mr. McLean (Melfort): Would not the “Georgia ” come into that class? - 

Gir Henry THornton: The “ Georgia” was built rather recently. It 
is relatively small and hardly affects the competitive situation. We have felt 
for some time that we were losing traffic because the only really large hotel, 
as I describe it, a hotel, adequate to care for the travelling needs of the public, 
was the hotel that was owned by our principal competitor, and quite naturally 
they use that facility to the utmost to secure and keep traffic, and with respect 
to that I have no criticism whatever; but the passenger business in and out of 
Vancouver, particularly in the summer, is increasing with rapidity and we 
felt that quite apart from any other considerations the Canadian National - 
Railways should have a first class hotel of its own in the city of Vancouver. 


Mr. McLean: Have you any reason to suppose that the C.P.R. hotel 
is a profitable institution? | | 

Sir Henry Tuornton: I have no informaton with respect to what that 
hotel does. It enjoys a large business, it is in an important city, and certainly 
would seem to me to present a fertile hotel field. 

Mr. McLean: If that hotel-is not profitable at the high rates they charge 
and secure, there would not be very much show for a new hotel paying its 
way. ) . 

Sir Henry Tuornton: I do not know whether the hotel is profitable or. 
not. I can express no opinion. 

Mr. McLean: But I say if it is not profitable, in view of the high rates 
they are getting and the fact that it is alone, you would not have much chance 
of making a hotel pay? 

Sir Henry THornton: You cannot consider the hotel proposition in Van- 
couver separate and apart from the traffic situation. A hotel is very often - 
not only for the purpose of providing accommodation to travellers, but it is also 
an important implement in securing and retaining traffic. 


Mr. McLean (Melfort): Why.so. Have you connections with important 
passenger carrying ocean transportation systems in that city? _ 

Sir Henry Tuornron: We enjoy friendly relations with most of the 
trans-oceanic lines running into Vancouver. We have no alliances or things of 
that sort, outside of the coastwise service. 


Mr. McLean: Is it the fact that the C.P.R. lines carry most of the pas- 
sengers on the Pacific? 


Sir Henry THORNTON: Yes. 


Mr. McLean: Could you depend on getting passengers from even the 
small balance of ships that run with passengers? | 

Sir Henry THornton: I think we would have an equal chance at least. 

Mr. McLean: It if not a very bright looking prospect, is it? 

Sir Henry Tuornton: “Yes, I think it is certainly a satisfactory prospect. 
The situation is simply this: that if we wish to retain our passenger prestige on 
the Pacific Coast, we have got to be equal to hotel facilities in Vancouver. The 
city is growing with great rapidity. I do not know of any city in Canada that — 
is growing more rapidly than Vancouver. Now we have got to protect our posi- 
tion. Furthermore, unless we do this, we are certainly liable to a very much ~ 
larger expense which would ensue from the enforcement of the contract which | 
the projectors of the Canadian Northern made with the city of Vancouver. 
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Hon. Mr. Dunnine: That is the point. 
Z Sir Henry THornton: Make.up your minds to this, that there are 
several million dollars that we are stung for good and proper in Vancouver. 

Mr. McLean: That company went into liquidation did it not? 

Sir Henry THornton:. No. 

Mr. McLean: It went bankrupt then. 

Sir Henry THORNTON: No, not as I understand it. 

Mr. McLean: How did it have to be taken over then? 

Hon. Mr. Dunninea: The government of that-day acquired the stock, and 
acquired with the stock all the contractual obligations. 

Sir Henry THoRNTON: Competent legal advice is that that is a valid 
contract, and I can assure you that there was nothing left out of that contract, 
not even the kitchen stove. 

Mr. McLean: Well you may have to go on with it. But I think you will 
have an awful time making it up, for a long time to come. 

Sir Henry THornton: No, I do not think I agree with you with respect to 
whether or not such a hotel in Vancouver would pay. I think it will. 

/ Hon. Mr. Dunnine: Yes, I think it will. 

Sir Henry THornron: I think it will pay. 

Mr. McLean: What do you figure on it costing? 

Sir Henry Tuornton: The tentative estimate was about four million 
dollars, but let me again remind you, that in such a place as Vancouver and 
under such circumstances, you cannot entirely divorce the hotel from the traffic 
aspect. | 

Mr-McLean: That is so; it affects your traffic coming out of Vancouver; 
it does not affect your traffic going into Vancouver. i 

Sir Henry Tuornton: Oh yes, because we have in the summer time a 
large coastwise traffic through our steamships that ply between Vancouver, 
Prince Rupert and Alaska. 

Hon. Mr. Dunnine: The “triangle trip” affects that increasingly. 

-Mr. McLean: Quite so, but are not those people going to take your 
ships according to the quality of your service on the water? 

Sir Henry THornton: No. Of course quality of service is a factor but 
the Canadian Pacific Railway also operates a competing service almost parallel 
with ours, and somewhat more extensive. 

Mr. McLean: How are the rest of your hotels paying at the present time? 
Outside of the Chateau, have you many hotels that are paying financially? 

Sir HENRY Tuornton: I will get the statement. 

Mr. McLean: Is the Fort Garry for instance paying? 

Sir Henry THornton: I will give you the figures. The hotel position in 
1926 was this: there was an operating loss of $38,737 on all the hotels. In 1927 
the operating loss was $10,502. My recollection is that if you go back three 
or four years you will find that the operating loss was very much more; so that 
I think it is fair to say that as the economic position of the Dominion improves, 
and as our traffic increases, the hotel losses become less each year, and I should 
look forward to no very distant day when our hotels as a whole will at least show 
some profit. ‘These figures of course do not take into consideration the traffic 
value which our hotels bring to us. on 

~ Mr. McLran: What was the operating profit of the Chateau last year? 
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Sir Henry THornton: I do not think we should give that here. I will 
tell you privately. tO 

Mr. McLean: No, that is all right, Sir Henry, but the fact that you had 
a reasonable operating profit on the Chateau presents a different picture for 
the balance of your hotels. . ited 

Sir Henry Tuornron: Practically all of the other hotels show losses 
running from a couple of thousand dollars up to thirty or forty thousand 
dollars. 

Mr. McLean: Yes, I appreciate that. ; 


Mr. Cantiey: At Vancouver, Sir Henry, do you anticipate a large pat- — 


ronage from tourists motoring up from the States along the Coast? 

Sir Henry Tuornton: Yes, we do. Automobile traffic into Vancouver 
is a very valuable asset to that Province. In fact it is a very valuable asset 
to the whole of Canada. I should say that automobile tourists leave at least 
one hundred million behind them in Canada annually. 

Mr. Jevurrr: I have understood that the hotels there are booked up 
for weeks ahead at times. Can you say whether that is so? 

Sir Henry THornton: I think that is true. 

The CHatrman: Are there any other questions on the Vancouver hotel 
proposition or with regard to any of the other hotels? If not, Mr. Henry will 
proceed. 


“Betterments to Equipment, $1,958,000.” That includes locomotives and 
freight cars. 


Hon. Mr. Dunntnc: You are still giving details of the 25 million item? 


Mr. Henry: Yes, of the 25 million item: Additions and Betterments 
to Equipments, $1,958,000; Electric Lines in Ontario, $348,100. 

Those represent all the items that ordinarily come under the Operating 
Department. Piey total $24,833,263. 1 

‘The next item is Canadian National Express, $63,000. 

Colonization Department, $37,750. 

These are Capital Expenses of course. 

Radio Department, $15,000. 

Stores Department, $195,476. 

Traffic Department, $38,800. 

Finance and Accounting Department, $6,000. 

Legal and Taxes, $144,800. 

Fire Protection, $165,500. 

Canadian National Commercial Telegraphs, $2,472,601. 


Sir Henry Tuornton: The bulk of that is a provision for the purchase | 
of the lines now owned by the Western Union Telegraph Company in the. 


Maritime Provinces. ! 

Mr. Cantiey: When do you expect to take those over? 

Sir Henry Tuornton: We are in negotiation now with the Western 
Union, and we have a final meeting with them the day after to-morrow and 
it will probably be before very long. 

Mr. Henry: Railway Telegraphs, $81,599. No, Railway Telegraphs, 
that is $121,503. 

Great Northwestern Telegraph Company Commercial, $451,596. 

‘Montreal and Southern Counties, $53,000. 

Oshawa Railway, $276,700. 

Thousand Islands, $5,300. rit 

Canadian National Steamships, $10,800. 


Mr. Henry: The total of these items is $22,527,163. The next item is. 
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- Mr. Srewart (Leeds): Mr. Henry, that item for the Thousand Islands 
Railway, is that a new station? We are much interested in that. 

Mr. Henry: It is a small item. $5,300. 

Hon. Mr. Dunnine: I am afraid you will not get a station for that. 

Mr: Srewart: It is not a big station or a big railway. 

Mr. Henry: It is for small betterments, that is all. 

Sir Henry THorNTON: I know what you have got in your mind. I think 
you are right too. - . 

Mr. Henry: Terminal Warehouse Company, $7,150. 

Total for these other departments, $4,149,975, for a grand total of 
$28,983,238. From that there a deduction in the final estimates of $3,297,000. 
For Betterment of Equipment, giving a net of $25,685,385. That net appears 
on the summary we have just given. 

Sir Henry THornton: That does not include the branch line program. 

. Mr. Henry: The division of the estimates between the Hastern lines and 
the balance of the system is as follows:— 

Eastern Lines $5,144,178. 

Balance of the system $23,539,060. 

The CuatrMAN: Has any member any question to ask in regard to any 
of those items? ; 

Mr. Harris: I intended to ask about the Toronto Terminal Warehouse. 
‘ a Heyry THornton: It was Montreal. Do you want to know what 
that is? 

Mr. Henry: That is $7,000. It is a small capital item with regard to a 
warehousing company that formerly belonged to the Grand Trunk Railway of 
Canada and came over with the assets of that company. 

Sir Henry Tuornton: I think Mr. Harris knows what it is? 

Mr. Harris: Yes. 

Sir Henry THornton: There are the Marine estimates. 

Hon. Mr. Dunninc: It is on the same sheet, $759,000. 

Sir Henry THornton: The deficit in operation of the company and the 
vessels under the company’s control during the year ending December 3ist, 
1928, $750,000. Capital requirements $8,000. That is practically all deficit. 
I take it there is no question about that. That has all been previously explained. 
The Cuairman: Have you any further questions to ask in regard to these 
estimates? } 

Sir EuceNnn Fiset: Would it be possible next year to have a detailed state- 
ment ofthese figures? © 

Sir Henry THornton: I noted what you said, General, and we will 
endeavour to see if that cannot be presented in somewhat the form you suggest, 
and we are very much obliged to you for the thought. 

Hon. Mr. Dunnine: Here it is General. It is very bulky. 

Sir Eucene Fiser: I would not give all those details. A summary of the. 
different items that the members of the Committee could hold. 

Sir Henry Tuornton: I see what the General wants. Although what 
we did this year has been what we have been doing for the last five years, I 
think we can do it better next year. ‘ 

Mr, Harris: Following up that suggestion, Mr. Chairman, I make this 
observation; as a member of the Committee I must frankly admit that I 
could not follow these figures. | 
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Hon. Mr. Dunninc: It will all be printed to-morrow morning. 


The CHAIRMAN: Yes, you will have all these items to-morrow morning, 
Mr. Harris, in the report. A 


Sir Henry THornton: I realize how hard it must be for members of the 
Committee who perhaps may not be day by day as familiar with the operations 


of the railway as the officers themselves, to follow figures of this sort. It is 
our desire to try to present the figures in such a way as to give the Committee 
all of the information they require but not so much information as to be con- 
fusing. 

Sir Evcene Fiser: I do not mean, Sir Henry that these details or that 
summary of the details composing that, should not be included in the estimates 
themselves. JI think a separate sheet might be submitted to the Committee 
which would be all that would be needed. 


Hon. Mr. Dunnine: I have a suggestion to make there I quite see Mr. 
Harris’ point. I think probably, Sir Henry in view of the practice of former 
years, 1f we could agree as a Committee for the Chairman to draft a report 
for submission to us as a Committee, before it goes to the House, and meet 


at some future time, by that time all of the details which have been given this 


morning will be of record, and be in the printed proceedings of the Committee. 
Members in the meantime could go over that, and we could have the under- 
standing that’ when we meet to consider the report to be made to the House, 
anything which arises out of the printed information, Mr. Harris, could then 
be submitted. I think that would be the best way to get at it this year, and 
then possibly in future years we might have a summary for distribution. 


Sir Henry THornton: I think we can do better. We are always learning. 


Sir Eveene Fiset: For this year we have the explanation and we are 
* satisfied with it. 


Hon. Mr. Dunnine: ‘You can follow it much better when you get it in 


the printed record. 

Sir Eucene Fiser: I would not lke to delay the passing of the estimates 
or the acceptance of the report. 

Sir Henry THornton: Colonel Cantley asked a Guesaon in regard to 
wooden cars. We have a statement in answer. May we file that, colonel, if 
that meets your wishes? | 
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Mr. Chairman, this has no particular bearing on the work of the Committee, 
but it will perhaps be of interest to the Committee to hear this statement which 
has just come to me. 

For the first three months of this year, the net earnings of the National 
Railway system are $10,524,000 as compared with $8,276,000 the previous year. 
An increase of $2,248,000; or rather more than 25 per cent for the first three 
months of the year. As I say, that has no bearing on this year’s figures, but 
I thought the Committee would like to know what was going on. 

Mr. Power: It will put them in a good humour. 

Sir Henry THornton: And you can go away feeling quite happy and 
contented. | 


The CuamrMAN: Is it the wish of the Committee that we.have a TOROM 


prepared and submitted to a future meeting of the Committee? 

Sir Eucense Fiser: No, I think each member will have a eopy of the printed 
evidence, and there is no need to delay. 

The CHatRMAN: Last year we had a general iepore prepared and sub- 
mitted to the Committee, and that general report was confirmed by the Com- 
mittee after it was submitted to the House. Is it your wish to do the same 
thing this year? ee. : 

Mr. McLean (Melfort): Yes. I move that that be done, Mr. Chairman. 

Mr. Harris: Make it very brief, Mr. Chairman. In other years we have 
had a very lumbering report. 

Mr. CantueEy: Would you indicate how much money you intend to spend 
on branch railways this year, Sir Henry. 

’ Mr. Henry: I will get the branch line estimates. 

Mr. Harris: Before you put the question as to Mr. McLean’s motion; 
at one of the early meetings I wanted to ask this question, but I did not want 
to embarrass the railways. Is it possible that we are going to lose the services 
of Mr. Henry to the railways? 

Sir Henry THornton: The disaster is not imminent. Answering Colonel 
Cantley, the amount estimated to be expended during the year 1928 is $10,725,000. 

Mr. CantTLey: Is it all in the west or on the western lines? 

Sir Henry THorNnton: I cannot give you the details of the money but I 
can tell you that it is divided between Quebec, Ontario, Saskatchewan and 
Alberta. 4 

Mr. Cantiey: What about the Sunny Brae Road? 


* 


Sir Henry THorntoN: We do not contemplate that this year. The only > 


program we have, colonel, is the three-year program. 

Mr. Cantiey: I understand that. 2 

Sir Henry THornton: And the figures I have given relate to that program. 

Mr. Cantiey: I was in hopes that it would include that road this year. 

Sir Hnnry THornton: We did not see that we could. i 

The CHatrman: Gentlemen, you have heard Mr. McLean’s motion as to 
the report. Anyone opposed? 

(Carried.) ~ 

You have heard the estimates given in detail.. We would like to have a 
motion approving of the estimates of the Canadian National Railways and of 
the Canadian Government Merchant Marine. | 


Sir Kucenr Fispy: I move that the Canadian National Railways and the’ % 


Merchant Marine estimates be approved now. 


The CuatRMan: All in favour of the motion? 
(Garried.) 
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Sir Henry THornton: Might I ask, Mr. Chairman, when you next meet 
—we are glad to come and be at your disposal but if you can give us an idea 
of the date the officers and myself may arrange our time accordingly. 

Hon. Mr. Dunninc: The motion as to the draft report having been carried, 
I move that we meet again at the call of the Chair; when he is ready with his 
report. | 

Mr. Harris: Why not next Tuesday, Mr. Chairman? 

Hon. Mr. Dunnine: If we can say definitely next Tuesday, there might 
be some questions arising out of the printed report of the proceedings; if the 
Committee thinks it can get along without the officers, so much the better, but 
I hesitate to say that to Sir Henry. 

Sir Henry Tuornton: Safety first. We will be here. 

Sir Eugene Fiser: We have heard all the explanations and the book will 
be full of them; I do not think there is any need of the officers being here. 

Hon. Mr. Dunnine: I am obliged for your hint, but one of the reasons 
for having this Special Committee is to relieve the House and to relieve the 
Minister from making explanations which can be better made by the officers in 
Special Committee. I do not know that we can presume that any different 
practice will be followed in the House than has been in the past. Of course any 
member can ask any questions when the estimates are before the House. These 
are in no different position from any other estimates, but the fact that we have 
conducted an examination here; and the proceedings being printed, has in the 
past tended to minimize the discussion in the House. I think it is very desirable 
that this should be so. Every member of the House is provided with a copy of 
the proceedings and in nine cases out of ten it answers his questions. In the 
tenth case I will have to do the best I can. 

Mr. Stewart (Leeds): Would it not be a good suggestion if we had this 
report drafted and before the Committee and then if we need the officers we can 
send for them? 

Sir Henry THornton: I think you had better make it Tuesday and have 
everyone here, and I think that we will really save more time, in that way, 
than in any other. ? 

Mr. Harris: I suggest that Sir Henry use his judgment as to who he will 
bring here. | 

Sir Henry THornton: We will have enough artillery. 

Mr. Chairman, will you permit me on behalf of the officers and myself, to 


» thank the members of the Committee for the sympathetic consideration which 
' they have given the report and the facts that we have presented to them; and 
also to thank them for the many helpful suggestions that they have given to us. 


I can assure you that it has come to be a pleasure to appear before this Com- 
mittee to discuss annually the affairs of the railway. 


The CHarrMAN: We will adjourn until Tuesday at 11 o’clock in this room. 
The Committee adjourned. 
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ORDERS OF REFERENCE 


Hovusn or ComMoNns, 
~Tusspay, 6th March, 1928. 


Resolved,—That Standing Order 63 of the House of Commons, relating to 
appointment of the Select Standing Committees of the House, be amended by 
adding to the Select Standing Committees of the House for the present session, 
a Select Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government, to which will be referred’the accounts and the. 
estimates of the Canadian National Railways and the Canadian Government 
Merchant Marine for the present session, for consideration and for report to the 
House, provided, however, that nothing in this resolution shall be construed to 
curtail in any way the full right of discussion in Committee of Supply; and 
that the said Committee consist of Messrs. Bell (St. Antoine), Cantley, Chaplin, 
Drayton, Duff, Dunning, Fiset, Goodison, Harris, Jelliff, Jenkins, McLean 
(Melfort), Milne, Power and Stevens. 

Attest. ARTHUR BEAUCHESNE, 

Clerk of the House. 


vA ) 

Ordered,—That the said Committee be empowered to examine and inquire 
into all such matters and things as may be referred to them by the House; and 
to report from time to time their observations and opinions thereon, with power 


to send for persons, papers and records. 
Attest. ARTHUR BEAUCHESNE, 
: Clerk of the House. 


WEDNESDAY, March 21, 1928. 


Ordered,—That the preliminary statement of the Accounts of the Canadian 
National Railways for the year 1927, laid on the Table of the House on Tuesday, 
March 6, 1928, be referred to the Select Standing Committee on Railways and 
Shipping. 

Attest. ARTHUR BEAUCHESNE, \, 

Clerk of the House. 


Tuurspay, March 22, 1928. 


Ordered,—That 500 copies of the minutes of proceedings and evidence taken 
before the said Commitee be printed from day to day, or as required, for the 
use of members of the Committee and the House, and that Standing rane 64 
be suspended in relation thereto. 

Attest. ARTHUR ae ges 

Clerk of the House. 


THURSDAY, March 22, 1928. 


Ordered,—That the said Committee be given leave to sit while the House 
is in session. : 
Attest. 3 ARTHUR BEAUCHESNE, 
Clerk of the House. 


| Taunspay, ‘Augen 22, 1928. 


he hipolementcy’ ‘Estimates, 1927-28 (Railways and 
Gove nment Merchant Marine, Panted) De, Oe eree to the said- 


Rn ae: ; 
by ue ARTHUR. BEAUCHESNE, oN : 
ike ee apie een Clerk of the House. ; : 
ea ee ‘Tuurspay, April 19, 1928. 


tthe. name of ‘Mr. Stewart (Leeds) be substituted for that of 


ARTHUR BEAUCHESNE, 
crs Clerk’ of the House. 
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REPORTS OF THE COMMITTEE 


First REpPoRT 
Tuurspay, March 22, 1928. 


The Select Standing Committee on Railways and Shipping, owned, operated 
and controlled by the Government, beg leave to present the following as their 
First Report. Your Committee recommend to the House that 500 copies of 
their minutes of proceedings and evidence be printed from day to day, or as 
required, for the use of members of the Committee and the House, and that 
Standing Order 64 be suspended in relation thereto. 

All of which is respectfully submitted. / : 

W. T. GOODISON, 
, Chairman. 


SECOND REPORT 
Tuurspay, March 22, 1928. 


The Select Standing Committee on Railways and Shipping, owned, operated 
and controlled by the Government, beg leave to present the following as their 
Second Report. Your Committee recommend that they be given leave to sit 
while the House is in session. 

All of which is respectfully submitted. 

W. T. GOODISON, . 
Chairman. 


TuHirD REPORT 
Turspay, April 17, 1928. 


The Select Standing Committee on Railways and Shipping, owned, operated 
and controlled by the Government, beg leave to present the following as their 
Third Report:— | 

Your Committee, to whom was referred Bill No. 204, An Act respecting The 
Toronto Teminals Railway Company, have taken the said Bill under considera- 
tion and have agreed to report the same without amendment. 

All of which is respectfully submitted. 

W. T. GOODISON, 
Chairman. 


FOURTH AND FINAL REPORT 


Monpay, May 7, 1928. 


The Select Standing Committee on Railways and Shipping, owned, operated 
and controlled by the Government, beg leave to present the following as their 
Fourth and Final Report: far 


Your Committee, to whom was referred for consideration and for report 
to the House, the Estimates of the Canadian National Railways and the 


vil 


Canadian Government Merchant Marine, Limited, held seven meetings, in the 
course of which they examined sundry witnesses, including: 
sorte erat Thornton, K.B.E., Chairman of the Board and President, 
.N.R. 
Major Graham A. Bell, C.M.G., Deputy Minister of Railways and Canals. 
Gerard Ruel, K.C., Vice-President of Legal Affairs, C.N.R. 
S. J. Hungerford, Vice-President, Operation and Construction Depart- 
ments, C.N.R. 
R. C. Vaughan, Vice-President, Purchases and Stores Departments, C. N. R. 
A. T. Weldon, Vice-President, Traffic and Express Departments, C.N.R. 
W. D. Robb, Vice-President, Insurance, Colonization and Telegraph Depart- 
‘a ments, C.N.R. 
R. A. C. Henry, Director, Bureau of Economics, C.N.R. 
T. H. Cooper, General Auditor, C.N.R. | 
C. B. Brown, Chief Engineer, Operation Department, C.N.R. 
M. S. Blaiklock, Asst. Chief Engineer, Operation Department, C.N.R. 
J. P. Doherty, Traffic Manager, Canadian Government Merchant Marine, 
Limited. 


CANADIAN NATIONAL RAILWAYS 


Your Committee have had under consideration Item 408 of the Estimates, 
which provides for loans or guarantees of $39,000,000 to the Canadian National 
Railway Company for the year ended December 31st, 1928, which is the first 
full calendar year for which the Estimates of the railway company have been 
placed upon the basis of the calendar year, instead of the Goovernment fiscal 
year, which was previously the case. The Estimates considered by the Com- 
mittee and presented to the House a year ago covered the nine months’ period 
ended December 31st, 1927. 

Your Committee have in the course of their deliberations examined in 
considerable detail the operating statements and the capital expenditures of 
the company for the year ended December 31st, 1927, and desire to pot out 
that the statements presented this year are in a modified form in that the 
accounts of the Central Vermont Railway, now in receivership, have been 
excluded for the entire year, and the accounts of the Eastern Lines, under the 
provisions of the Maritime Freight Rates Act passed last session, have been 
shown separately from those of the balance of the Canadian National System, 
for the six months ended December 31st, 1927. 3 

Your Committee note that the operating results for the year 1927 were 
not quite as favourable as those for the previous year. The evidence adduced 
from -the officers of the railway disclosed the fact that the chief reasons for the 
less favourable showing were an increase in expenses due to a general increase 
in wages, and because of somewhat larger expenditures on maintenance of 
way and structures to improve the physical condition of the property; and a 
decrease in earnings due to a reduction in freight rates and to a later harvesting 
of the grain crop, which delayed the grain movement in 1927 as compared 
with the movement in 1926. . When these factors are taken into account, your 
Committee is of the opinion that the results of the operations have been very 
satisfactory indeed. 

Your Committee have examined in detail the capital expenditures made 
during the year, which totalled a very considerable sum, and are satisfied from 
evidence given that the railway properties have received a benefit in keeping 
with the capital outlay made. | 

- Your Committee are also satisfied from the evidence given that the accounts 
for the year 1927 as presented are in accordance with prescribed practices in 
railroad accounting, and when taken together with the separate statement 


“4 


Vili 


respecting the Eastern Lines, reflect accurately the revenues received and the q 


expenditures made, as well as the additions to the capital account during the _ 


year 1927, , ‘ae 
~ Your Committee are gratified to observe the continued improvement in ~ 

the earnings of the company’s hotels, and to learn from the officers of the 
company of the indirect benefit resulting from the operation of the hotel system. — 

Your Committee have already in their Third Report referred to their — 
consideration of Bill 204, “an Act respecting the Toronto T erminals Railway 
Company.” | 

Your Committee note that the requirements for the present year, exclusive 
of the Eastern Lines, amount to $39,000,000, as compared with the -require- 
ments asked for last vear of $22,500,000 for the nine months ended December 
31st, 1927, including the Eastern Lines. The chief reasons for the increase are 
the twelve months’ period as compared with the nine months’ period of last 
year, increased interest and a larger program of additions and betterments 
which was examined by your Committee and found to be reasonable. 

From the evidence given your Committee are of the opinion that the > 
amount of $39,000,000 is necessary for the purposes of the company during 
the year 1928 and should be passed by the House. 


y 
CANADIAN GOVERNMENT MeErcHantT Marine, LIMITED 


Your Committee have had under consideration Item 409° of the Estimates, 
which provides for a loan of $758,000 to the Canadian Government Merchant 
Marine, Limited, and have, in the course of their deliberations, examined the 
operations for the year ended December 31st, 1927. Your Committee note that 
the results of the operations have not been quite as favourable as those for the 
previous year, due to a highly competitive situation, which resulted in a reduc- 
tion of freight rates in certain directions, with a resultant reduction in the gross — 
revenue of the company. ; 

Your Committee note that the amount asked for, viz: $758,000, is to be 
used to the extent of $750,000 for contemplated deficits and $8,000 for better- 
ments, and are of the opinion that this amount is necessary and should be granted 
by the House. 

All of which is respectfully submitted. 


W. T. GOODISON, 
| Chairman. 


MINUTES OF PROCEEDINGS 


Room 429, Housr orf Commons, 
Tuurspay, May 3, 1928. 


The Select Standing Committee on Railways and Shipping, owned, oper- 
ated and controlled by the Government, met at 11 o’clock a.m. on above date, 
Mr. Goodison, the Chairman, presiding. The following members of the Com- 
mittee were present:— 


_ Messieurs: Cantley, Duff, Dunning (Hon. C. A.), Fiset( Sir E.), Goodi- 
son, Harris, Jelliff, Jenkins, McLean (Melfort), Milne, Power, Stevens (Hon. 
H. H.), and Stewart (Leeds)—13. 

Sir Henry Thornton, President, C.N.R., Major G. A. Bell, C.M.G., Deputy 
_ Minister of Railways and Canals, 8. J. Hungerford, Vice-President O. and C. 
Departments, C.N.R., R. A. C. Henry, Director, Bureau of Economics, T. H. 
Cooper, General Auditor, and several other officers of the railways were present 
at the meeting. 

The Chairman stated that, if any members of the Committee present 
desired to ask any further questions before proceeding to the consideration of 
the Fourth and Final Report, he would be glad to have them do so; if not, they 


would take up the matter of the report and deal with that. 


The Report was then read by the Chairman, followed by considerable 
discussion respecting the method of accounting followed by the railway, referred 
to in the report as, “the recognized practice in railroad accounting,’ Sir Henry 
Thornton and the officers of the railway answering questions in detail, as 
requested, by members of the Committee. 

The Central Vermont Railway, now in receivership, came up for further 
discussion; also, the Eastern Lines for a lengthy discussion. Mr. Stevens 
maintained that all accounts, with special reference to the Eastern Lines, 
should appear in the Annual Report (red book) of the C.N.R:, under a certain 


specified heading, in addition to the present practice of presenting the accounts ~ 


in,separate volumes. 

A long discussion followed on this point. | 

The Chairman announced that it was one o’clock and the report had not 
yet been fully dealt with, and he desired to know the wish of the Committee. 

Mr. Harris moved, “That the Committee do now adjourn, and meet again 
at 4 o’clock p.m., to-day.” 

Motion lost on division. 

After further consideration of the report, in which some minor amend- 
ments, as to certain wording and the construction of certain paragraphs, had 
been made, but without any material change in the statements contained in 
the report as a whole, Mr. Jenkins moved, seconded by Mr. Cantley:— 

That the Fourth and Final Report, as amended, be adopted. 

Motion carried. 

The Chairman was thereupon instructed to present the said Report to the 
House. | 

The Committee adjourned to the call of the chair. 


Pa ah E. L. MORRIS, 
MN, 2 Clerk of the Committee. 
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MINUTES OF EVIDENCE 


CoMMITTEE Room 429, 
House oF COMMONS, 
Tuurspay, May 3, 1928. 


~The Select Standing Committee on Railways and Shipping met at 11 o’clock 


AM. the Chairman, Mr. W. T. Goodison, presiding. 


The Cuarrman: Gentlemen, we have a quorum. At our last meeting there 
was some complaint made that the members of the Committee could not follow 
the figures as they were explained, and at that time it was stated that those full 
figures would be printed in the report. This was done. Are there any ques- 
tions which any member wishes to ask if so, we will be glad to have them now 
before we start consideration of our final report. If not, we will take up the 
final report at this time. 

Mr. Power: General Fiset and Mr. Harris brought that up and I think 
they are absent to-day. 

The CHairMAN: We have prepared the report, and a copy has been handed 
to. each member of the Committee. If it is the wish of the Committee I will 


read the report now. This is the fourth and final report of the Select Standing 


Committee on Railways and Shipping: 


FourtH AND FINAL REPORT 


The Select Standing Committee on Railways and Shipping owned, 
operated and controlled by the Government begs leave to present the 
following as“its Fourth and Final Report. 

Your Committee to which was referred for consideration and for 
report to the House the Estimates of the Canadian National. Railways 
and the Canadian Government Merchant Marine, Limited, held seven 
meetings, in the course of which it examined sundry witnesses, includ- 
ing: 

Sir Henry Thornton, K.B.E., Chairman of the Board and President, 

C.N.R ; 


Major Graham A. Bell, C.M.G., Deputy Minister of Railways and 


Canals. 
Gerard Ruel, K.C., Vice-president of Legal Affairs, C.N.R. 
S. J. Hungerford, Vice-president, Operation and Construction Depart- 


| ments, C.N.R. 

R. C. Vaughan, Vice-president, Purchases and Stores Departments, 
C.N.R. 

A. T. Weldon, Vice-president, Traffic and Express Departments, 
C.N.R. 


W. D. Robb, Vice-president, Insurance, Colonization & Telegraph 
Departments, C.N.R. 

R. A. C. Henry, Director, Bureau of Economics, C.N.R. 

T. H. Cooper, General Auditor, C.N.R. 

_C. B. Brown, Chief Engineer, Operation Department, C.N.R. 
M. Ses Asst. Chief Engineer, Operation Department, 
od TRE i 

J. P. Doherty, Traffic Manager, Canadian Government Merchant 

Marine, Limited. 
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CANADIAN NATIONAL RAILWAYS 


Your Committee has had under consideration item 408 of the Esti- 
mates, which provides for loans or guarantees of $39,000,000 to the Can- 
adian National Railway Company for the year ending Decembef 31st, 
1928, which is the first full calendar year for which the estimates of the 
railway company have been placed upon the basis of the calendar year, 
instead of the Government fiscal year, which was previously the case. 
The estimates considered by the Committee and presented to the House a 

year ago covered the nine months’ period ending December 31st, 1927. 

Your Committee has, in the course of its deliberations, examined in 
considerable detail the operating statements and the capital expendi- 
tures of the company for the year ending December 31st, 1927, and | 
desires to point out that the statements presented this year are in-a 
modified form in that the accounts of the Central Vermont Railway, now 
in receivership, have been excluded for the entire year, and the accounts 
of the Eastern Lines, under the Provisions of the Maritime Freight Rates 
Act passed last session, have been shown separately from those of the 
balance of the Canadian National System, for the six months ending 
December 31st, 1927. | 

Your Committee notes that the operating results for the year 1927 
were not quite as favourable as those for the previous year. The | 
evidence adduced from the officers of the railway disclosed the fact that 
the chief reasons for the less favourable showing were a reduction in 
freight rates and an increase in expense due to an increase in wages and 
because of somewhat larger expenditures in maintenance of way and 
structures to improve the physical condition of the property. When these 
factors are taken into account, your Committee is of the opinion that — 
the results of the operations have been very satisfactory indeed. 


Mr. Jevurr: Mr, Chairman, right there: would it not be well to point out, 
unless it appears later in the report, that the lateness of the crop conditions in 
the west affected more unfavourably than this would show the railways for the 
year. Of course that will be reflected in this year’s business, but is that not one 
factor in the less favourable showing? 


Sir Henry THORNTON: There is no doubt at all but what the late movement 
of the crop, a portion of which was not moved last year, has had that effect. It 
was mentioned in the annual report of the company. The statement was made: 

The increase in freight rates was not in proportion to the increase in 
operating expenses, partly on account of the reduced freight rates and 
partly on account of the early harvest in 1926 and the late harvest in 
1927. 


Mr. Jevuirr: I would not care to interfere with the report ag it is. 
The CHAIRMAN: It is in the printed report. 
Mr, Durr: It is better there to be general than to be specific. 


The CHAIRMAN (Reading) : | 


Your Committee has examined in detail the capital expenditures 
made during the year which totalled a very considerable sum and are 
satisfied that the railway properties have received a benefit in keeping 
with the capital outlay made. ? 

Your Committee is satisfied from the evidence given that the accounts 
as presented are in accordance with recognized practice in railroad account- 
ing, and reflect accurately the revenues: received and the expenditures 
made during the year, as well as the additions to the Capital account. 
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‘Mr. Harris: In reading the clause on the top of page 3—is it necessary to 
put that in? What does the Committee know about railway accounting? 


The CHAIRMAN: From-the evidence of those who are familiar with it. 


: | Mr. Harris: We do not know anything about it. 

: Mr. McLean (Melfort): We think we do. 

: Mr. Harris: I am speaking for myself.. Perhaps the rest know more about it. 
‘The Cuatrman: We have to base our ideas upon the evidence of those who 


are familiar with it. That question was asked particularly and it was stated 
that this was in accordance with the recognized practice of railroading throughout 
the United States and Canada. | 
| Mr. Harris: We did not put that statement in last year’s report. Why 
should we put it in this? 
Hon. Mr. Dunnine: In view of the fact that the record of the proceedings 

_ of the Committee will indicate that considerable evidence was adduced with 
respect to the accounting system. That was one of the matters which was dis- 
- cussed and inquired into possibly more extensively than any other phase of 
_ *the company’s business, and is there not an implication, that if we are not satisfied 
_ that recognized accounting methods are followed, we would say so, and it seems 
_ to me that the implication is that if we are satisfied we should say something of 
a positive character. 

Mr. Power: You can say that the evidence goes to show that the accounts 
as presented are in accordance with recognized practice. You need not say you 
are satisfied. 

Hon. Mr. Dunnine: Some members of the Committee are satisfied. 

Mr.. McLean (Melfort): If we are not satisfied with the accounting we 
should order an outside investigation immediately into the matter. 
~. The CHarrman: If we are not satisfied with the manner of accounting we 
are in duty bound to present it in this report. 

Mr. McLean (Melfort): We must either be satisfied or take some other 
method of finding out. 


Mr. CantLey: Why not say “It would appear from the evidence given”? 
My. Harris: We could say “It is a recognized practice in railroad accounting.” 
_ Mr. Power: Your objection is that you are not satisfied from the evidence 
_ that the accounts as presented here are in accordance with recognized practice? 


Mr. Harris: I am not in a position to pass judgment on the recognized 
practice of railroad accounting. 


ae A rd ne er ye 


Sir Henry THornton: In this and in similar investigations which are 
made by individuals who may not be experts in the technique of any particular 
thing, they call as witnesses individuals who are believed to have some com- 
plete knowledge of whatever is being dealt with-and in whom they have confi- ’ 
dence. They question them. and then form their own conclusions based 
on the evidence of those experts. That is the situation which con- 
fronts this Committee. It has called certain witnesses in whom the Committee 
is believed to have confidence both with respect to their ability and honesty, 
__ and after having heard their evidence they then apply their own judgment and 
come to the conclusion that the situation is as stated in that paragraph. That 
is the common practice in all investigating bodies. | 


=~ 


| Mr. Harris: Why was this put in this year and not in other years? 7 
i eo Mr. Power: Because we went further into the evidence with regard to the 
accounting system this year than we did in other years. We studied the question 

of accounting and I think whoever wrote that report was justified in saying that 
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we were satisfied with it, because we did not want any further evidence on it. 
We should not simply have a copper-plate report or a printed form to fill in:iwe /va 
should vary it from year to year. It shows we have some initiative, if nothing 
else. , ; , | 
Hon. Mr. DunninG: One of the most important matters before this Com- 
mittee is the manner in which the accounts are presented, because if they are 
not presented in accordance with the recognized system of accounting, our work 
from year to year would be made ten times more difficult. I frankly confess 
that it is to me, as Minister, a matter of some importance that recognized railway 
accounting principles should be followed. I regard that as a vital matter for 
this Committee, and if there is any doubt at all now after the inquiry which has 
been made, that there is or has been any departure from recognized railway 
accounting principles I think this question is important enough to keep the— 
Committee here for a week to get to the bottom of it. To me it is a matter of 
supreme importance. We cannot appreciate what our property is doing unless 
we feel sure that the foundation for the structure of our accounting is sound, and 
if there is any doubt about it we should go fully into the matter, call further 
evidence and do everything possible to assure ourselves that the practice followed, 
is sound because from that accounting we get the information upon which to base 
our judgment, and if that information is wrong, our whole work is wrong. I 
would like to encourage a thorough examination up to the point where the 
Committee says that it is satisfied with the system as it is, or that it is not 
catisfied and that certain changes should be made. As I see it, it is a matter of 
the most vital importance. 

Mr. Cantiey: I am almost in complete accord with what the Minister has 
said, but I would like to point out that most of the members of the Committee 
are not possessed of sufficient knowledge to make an authoritative statement as — 
to whether the accounting system is correct or not. . 

Hon. Mr. Dunnine: That is not the point— 

Mr. Canriey: That is part of the point. I was going to make the suggestion 
J do not know whether it will meet with the approval of the Committee or of 
the Minister—that we turn back to the preceding page and continue that so as 
to read: “Your Committee has examined in detail the capital expenditures made 
during the year, which totalled a very considerable sum, and they are satisfied 
that the railway properties have received a benefit in keeping with the capital 
outlay made,” and then follow on with the words “And from the evidence given 
it would appear that the accounts as presented are in accordance with the 
recognized practice of accounting and reflect accurately”—and so on. It is not 
as specific as the statement which is made, which members might use with a 
certain amount of hesitation. | } 


Hon. Mr. Dunnina: I think we are in a measure talking of different matters, 
Colonel Cantley. I am dealing with the words “the recognized practice in 
railway accounting.” "We do not require to be expert accountants ourselves in 
order to be able to determine from the evidence whether the practice followed 
7s in accordance with recognized railway accounting or not. We cam hear the 
witnesses as to what the standards of accounting are in the Interstate Commerce 
Commission, which we did; we took evidence on that point. We are capable 
from hearing the evidence given by the expert accountants of knowing whether 
the system is in accordance with recognized practice in railway accounting. 


Mr. PowEr: That is all we have here. 

Mr. Cantiey: No. This says: “Your Committee has examined in detail the 
capital expenditures made during the year, which totalled a very considerable 
sum, and are satisfied that the railway properties have received a benefit in 
keeping with the capital outlay made”. . 


~ 


RAILWAYS AND SHIPPING 171 


Mr. Power: That is another phase of it. 

Hon. Mr. Dunnine: With regard to the other phase I chink Colonel Cant- 
ley is right. That is a matter for the auditors, and we have adopted the auditors’ 
report. But with regard to the first, it is a matter of great importance in regard 
to the practice in railway accounting as to whether or not what we are follow- 
ing is recognized practice or not. With regard to the accounts themselves, we 
cannot determine that for ourselves; we can only rely on the internal audit, and 
the audit by the independent firm of chartered accountants. 

Mr. Cantey: I am satisfied with the method of accounting, but turning 
baick to page 2, the last line, you say “are satisfied that the railway properties 
have received a benefit in keeping with the capital outlay made”. How can the 
Committee make that assertion? That can only be made by an examination of 
this property from one end of the country to the other, and I do not think we 
should permit ourselves to make a statement of that kind which is so very sweep- 
ing and so very broad. : 

Mr. McLean (Melfort): If the Committee is not satisfied that the Railway 
properties are benefited in accordance with the capital outlay, they must say 
one thing or the other, and they should go farther and investigate now. 


Mr. CantiEy: I was raising a point upon which there may be some diffi- 

culty. . 

Mr. McLean (Melfort): We are asking for a further sum of money to be 
spent in the same manner, and if I am not satisfied that the physical condition 
of the property is better, I could not feel justified in voting for further moneys 
to be spent in the same way.’ As a matter of fact, from the evidence given, and 
my own observations, I think the money voted in the past has been spent to 
good advantage, so I feel free to ask that more be given in the same manner. 

Mr. Power: The only way in which we can be expected to satisfy our- 
selves on that point is by the evidence given. Evidence has been given with 
regard to the capital outlay. We have been told by experts of the road that the 
capital outlay is such that the road has received benefit to the measure of the 
amount expended. We cannot contradict that, even if we did make an inspection 
trip over the road. 

Hon. Mr. Dunnine: The point is that if we are at all doubtful as to the 


‘propriety of this we should examine upon any point upon which we are doubtful. 


Mr. Durr: We cannot open that up now; we have approved of it. 

Mr. Power: That is purely technical. J do not think that the Minister or 
Sir Henry Thornton want us to have any doubt about it. 

Sir Henry Tuornton: Certainly not. You might say this, if I may be 

allowed to make this observation, ‘“‘We are satisfied from the evidence given that 
the railway properties have received —” and so on. 

Hon. Mr. Dunnine: I have no objection to that. We can only satisfy our- 
selves, as Colonel Cantley says, from the evidence given. 

Mr. Stewart (Leeds): You use the words at the top of page 3 “from the 
evidence given that the accounts as presented are in accordance with recognized 
practice in railroad accounting—” and so on. Why not in the other? 

Hon. Mr. Dunnina: I see no objection to that. 

Mr. Power: In other words, the evidence given before this Committee would 
show that the railway properties have received a benefit in keeping with the 


_ capital outlay. 


Hon. Mr. Dunnine: Insert after the word “satisfied” the words “from the 
evidence given”’. 


_ © Mr. Cantiey: That is the only thing upon which you can base your opinion. 
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The CuHairMan: That is, at the bottom of page 2, the last paragraph would 
then read: 

Your Committee has examined in detail the capital expenditures made 
during the year, which totalled a very considerable sum, and are satisfied 
from the evidence given that the railway proporties have received a 
benefit in keeping with the capital outlay made. 

Hon. Mr. Dunnine: I think with regard to Colonel Cantley’s remarks 
regarding the paragraph at the top of page 3, this ‘could be made to read, “from 
the auditors’ report’’. 

Mr. Harris: If you do that I am satisfied, because the very point in my 


mind is in the auditors’ report, by a reservation put in-by the auditors on page 


13, and of necessity will have to put in for all time to come until such time as, 
“the investments in road and equipment appearing in the books of the Com- 
panies as at the Ist January. 1923, were accepted by us’’,—that is, until such 
time as the capital investment is put down on a business basis. That is the 
reservation of the auditors. If you put in a qualifying and covering statement 
here of the auditors, I am satisfied with the clause. I am certainly not going 
to be in the position in regard to this Committee unless the auditors go into the 
same position. | 

Hon. Mr. DunnincG: On what page is that? ~ - 

Sir Henry THorNtToN: On page 138. The auditors’ certificate: 

We have examined the books and records of the Companies com- 
prising the Canadian National Railway System for the twelve months 
ended the 3lst December, 1927. The investments in Road and Equip- 
ment appearing in the books of the Companies as at the ist January, 
1923, were accepted by us. 

We certify that, in our opinion, the above Consolidated Balance 
Sheet is properly drawn up so as to exhibit a true and correct view of 
the affairs of the System as at the 3lst December, 1927, and we further 
certify that, in our opinion, the attached Income and Profit and Loss 
Accounts for the year ended the 31st December, 1927, as correctly 
stated. 


There is nothing else they can do or we can do. 

Mr. Harris: I appreciate that, but I think it would be rather absurd for 
this Committee to put out a general statement as conveyed in this paragraph 
which might lead the public to believe that it is the whole proposition. 

Hon. Mr. DunnING: It only relates to a year. 

Mr. Harris: “As well as additions to capital account.” 

Hon. Mr. Dunntne: It only relates to the year. 

Sir Henry THornton: During the year. 

Hon. Mr. Dunning: This auditors’ statement makes the qualification as 
at the Ist of January, 1923, which is when the properties were put together. 
It does not relate to the current year at all. 

Mr. Harris: In that these assets are taken’ on the books on January’ 
1, 1923, at a certain figure, and that figure is embodied in this report, and this 
Committee is passing the report. 

Hon. Mr. Dunning: There would have to be a starting point at this 
consolidation from a bookkeeping point of view. That was done apparently 
as at the Ist of January, 1923, and everything which has occurred since thati 
time in the way of capital additions has come under the purview of this 
Committee from year to year. We certainly do not want to say anything 
which endorses the position as created on the Ist of January, 1923. I agree 
with Mr. Harris there, that we cannot either prove or disprove— ! 
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‘Mr. Harris: \ That is reflected in the statement. é 
ee Hon. Mr. Dunnine: But I do not take it that the language in the report 
has that effect. t 

ag Sir Henry THornton: Suppose we say, “and the expenditures made 
= during the year as well as the additions of capital account for the same period”? 
That limits it entirely to the last: twelve months. 

: _ Hon. Mr. Dunntna: I am, afraid that would not quite do, Sir Henry. 


Sir Henry THornton: Or you could say this: ‘and reflects accurately 

the revenue, receipts. and expenditures made as well as additions to capital 

-account during the year.” Move the phrase “ during the year” to the end of 
the paragraph, and that will qualify everything which precedes it. 
B.. Hon: Mr. Dunnine: Or put the words “during the year” again after 
_ the words “capital account”, and it will have the same effect. It. will ther 
Peread : tee ice ae j 
ae The Committee is. satisfied from the evidence given that the 
ae accounts as presented are in accordance with recognized practice in 
railroad accounting and reflect accurately the revenues received and the 
expenditures made during the year, as well as the additions to the capital 
account during the year. 


P- Mr. McLean (Melfort): Sir Henry Thornton’s phrase was, I think, 
the better one. | | . 

Mr. Cantiey: Put the words “during the year” at the end of the 
paragraph. 


e. 
4 
i 
j 


: 

a Sir Henry THornton: That qualifies everything that precedes it, if 
I remember my school-books. | 

‘ ) Mr. Harris: Before you go on with that, would this suggestion help: | 
“a orm Your Committee is satisfied from the evidence given that the 
accounts as presented are in accordance with recognized practice in 
‘ railroad accounting and reflect accurately the revenues received -and 
“i the expenditures made during the year, as well as the additions to the 
3 capital account. cena | 
and then add the words “ for the year”? 


Ee _ Mr. Power: Leave out “during the year”? 
Hon. Mr. Dunntne: Your suggestion, Mr. Harris, would be that after the 
word “account” we add the words “for the year”? That would include the 
_ principles of accounting and everything during the year. After all; that is all 
_ this Committee has to do. “hae 

Mr. Cantey: Would you include the words “ from the evidence given” or 
“the auditors’ report’? 

Hon. Mr. Dunnrva: It-is all part of the evidence—part of the record. 

_Mr. Harris: After the words “accordance with” insert the word ‘“a”—‘“‘are 
; In accordance with a recognized practice—” and so forth. 
_ ‘Mr, Jeturr: The account covers the total year of 1927? 
ee : . ; 


— ~Mr. Durr: Why not insert after the word “is” in the first line the word 
“also” or the words “further satisfied’, because you use the word. “satisfied” in 
the preceding paragraph. Would that not read better? 

Brees aie , 


te Hon. Mr. Dunnine: I do not think it makes any difference. Mr. Harris 
has now made a suggestion which is quite debateable. 
-___Mr. Powrr: Why not say “the evidence shows there is a recognized prac- 
o tice”? x iy 


“ers 
Fg dO 


Se oR Sir Henry THornton: There is one and only one recognized practice. 
626652 : | | 
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¢ Hon. Mr. Dunnrine: Inserting the words “a” abies that thébe is more 
than one. ad a Pai a 
Mr. Harris: One of the officers of the company, Mr. Cooper, suggested that 
there were several ways of treating the same point. | ee 
Hon. Mr. Dunning: All within the same recognized practice. We could | 
examine Mr. Cooper again on that. x 


T. H. Cooper recalled. 


Mr. Harris: I think Mr. Cooper will recall that some railroads rutid it 
good practice to set up depreciation to take care of the exhaustion of different 
elements, while other railroads did not. Some of the class “A” roads did and 
some did not. 


Mr. Coorrer: You are speaking of road Seagate now? 


By Mr. Harris: 


Q. Yes—-A. Speaking of roads in the United States, they all accrue depre- 
ciation on equipment, but it is optional in so far as it concerns road property— 
fixed property. 

Q. We do not accrue any depreciation on our road?—A. No, we do not, 
with one exception which was explained to the Committee. 

Q. That makes it a little different in practice from that of the class Ml 
roads in the United States?—A. Yes. 


By Mr. McLean (Melfort): 


Q. What about the practice of the other roads in Cinada lou, The ©.P.R. 
does not accrue depreciation on equipment. I do not know what their practice 
is, but I know they do not accrue depreciation on equipment. 


By Hon. Mr. Dunning: 
Q. They do not?-A. They do not. 
Q. And we do not?—-A. And we do not. 

Q. And all class ‘‘A” roads in the U.S. do?——A. They all do, on equipment. 
It is mandatory so far as the I.C.C. regulations are eoncerned to accrue depre- 
ciation on equipment, but the regulations do not prescribe any rate, so that I 
think the madatory provisions of the regulations are somewhat voided. 

Q. They have very low rates?—A. Some of the roads have. 


Mr. Harris: The Committee must realize it is almost impossible to ae a 
rate when the investment in road and equipment is almost $2,000,000,000. It 
seems to me, as I review.the evidence, there are two classes of railroad accounting, 
probably both good. 

Hon. Mr. Dunnine: My question related to the mandatory provision of 
the I.C.C. Of course, back of it was the idea that the I.C.C. definitely recognized 

a statement of accounting i in connection with which there is apparently, accord- 
A to Mr. Cooper’s evidence, a mandatory provision with respect to depre- 
ciation of equipment, but none with respect to depreciation rate paid. Mr. 
Cooper’s further evidence is that although it 1s mandatory to provide depre- 
ciation on equipment there is no mandattory rate to the effect, and the man- 
datory provision is very largely vitiated by the freedom of the companies to- 
charge as low a rate as they like. 


By Hon. Mr. Dunning: 


Q. Have you any ideas of the rates charged Be the U.S. class “A”: companies, 
which would give us an idea of what is done 3 in regard to een 


4 


RAILWA YS AND SHIPPING 175 


Bie, Mr. Harris: The rate on the C.N. Re is zero. 
q Hon. Mr. Dunnine: Yes. 

Be The Wrrness: Some of the roads adopt a rate of 12 per cent and some 14_ 
be per cent. They run all the way up to 6 per cent, which seems to be the highest 
rate. 14 per cent seems to be the lowest rate, so far as the list of roads which 
IT have here is concerned. 


ef | ; By Hon. Mr. Dunning: 


; Q. Tell me, Mr. Cooper, what in your accounting practice takes the place 
of that depreciation item?—A. On the Canadian National we have adopted the 
practice of writing out from the property account by a charge to opérating 
expenses the ledger costs of all equipment retired from service. As equipment 
passes out of service, we retire the equipment from the property account by a 
charge to, operating expenses, and we think that over a period of time we get 
precisely the same results as if we were to adopt a depreciation account. 
Q. In order to make that comparison, tell me now what do the American 
_ class “A” roads do with regard to retirement, that is, those which have a 
Mi depreciation account? How do they deal with retirements?—A. They also write 
the equipment out of the property account and into operating expenses, but théy 
charge it to reserve. The accrual depreciation. more evenly expresses the 
retirement of equipment over a period of time. | 
i Q. They charge the retirement against a depreciation account previously 
- aecumulated?—-A. Accumulated by a charge to operating expenses so that over 
a period of years we must arrived at the same result. There is one further 
observation which I might make and that is that the Canadian authority, which 
ig the Board of Railway Commissioners, did not adopt the Interstate Commerce 
- Commission’s regulations in their entirety. For a period they objected to 
accrual of depreciation. In fact, we had a case—the St. Clair Tunnel Company— 
' which was one half in the States and one half in Canada and to comply with 
_ the regulations in the States we did accrue depreciation on equipment, and the 
Dominion Bureau of Statistics insisted that we cancel those depreciation charges, 
and there is to-day no regulation, so far as the Canadian regulations go, which 
compel us to adopt depreciation on equipment. 


By Mr. Jelliff: 


) Q. Would not the result of that make our net earnings show less, which 
- would be an advantage before the public?—A. You mean by the non-accrual of 
depreciation? 

@. Yes. If you take the item there of operating expenses, it makes your net 
earnings less which makes really a more sound showing, it seems to me, for the 
Canadian people.—A. By \taking care of equipment retirements as and when 
those retirements take place, you are dealing with actual facts. If you are 
dealing with accruals of depreciation you are making estimates and guesses 

based on expectation of life, and quite a number of factors enter into that. Our 
- conclusion was that our method was sound, and that over a period of years would 
Produce the correct results, so far as operating expenses are concerned. 


By Mr. McLean (Melfort) : 


~Q. Some of your road is in the United States and some in Canada. Do you 
| ~ follow the two practices—that of the Interstate Commerce Commission in 
pay the United States?—A. On the Canadian National lines in the United States 
Hs mi are ee to adopt the same regulations. 


? 
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Q. Do the other Canadian railroads, in connection with their Canadian 
equipment, follow the same practice as you do?—A. I cannot say what they do, 
but I do say that they do accrue lee ee of the Canadian Pacific 
in particular. 


By Mr. Harris: 


Q. What is the $60,000,000 which the C.P.R. show in their annual report 
as “Depreciation’?—A. In the Canadian Pacific Report they have en item of 
“Equipment and Replacement Reserve” amounting to $1,157,000. The Canadian . 
National balance sheet shows accrued depreciation against equipment of $6,500,- 
000. In the case.of the Canadian National that is only in respect to lines in 
the United States, so that we have six times as much equipment depreciation 
accrued on our American lines as the Canadian Pacific has on its entire system, — 
and I think I am safe in saying that the Canadian Pacific do not accrue deprecia- 
tion on equipment. 

@. I understood you to a the statement in your previous examination 
that they wrote it off each year—aA. I did not testify at all as to what the 
Canadian Pacific did. 


Hon. Mr. Stevens: 


Q. I have just come in, and perhaps I should apologize for asking a question, 
but this touches a point we discussed previously, namely, the methods you follow 
in writing off the full amount when a piece of equipment is discarded, and the 
other method of writing off a percentage each year. I know nothing about the 
Canadian Pacific, but T am presuming we are discussing the National method 
which is followed in writing off the full amount when the equipment is dis- 
carded.—A. Yes. | 

Q. But does not write off anything in the interim. I raised that question 
—Sir Henry Thornton was not here—when we discussed that principle. In | 
fact, | rather agree with the principle which you follow as being a sound one, 
given a proper starting point, if I may use that expression. So as to familiarize 
you, Sir Henry (Thornton), with that point I will say that the question I 
raised was that in the history of the operations under your control the pro- 
cedure upon which apparently no definite information can be given, namely, 
that it was not known when you took it over whether a reasonable depreciation 
had been provided for or not, and you did not even know what method was 
followed, whether written off annually or by the process now adopted; conse- 
quently when you took over there was a given amount of equipment and we 
have no method of finding out whether it was written in the books at a fair 
valuation or whether it had an enhanced valuation, or whether it was the 
extreme reverse, more written off than was warranted — i 


Sir Henry THorntTon: What happened was this— , 


Hon. Mr. Stevens:. Just let me complete this one point. __therefore, we 
are unable to say whether the process now followed is a just one. I am inclined 
to agree that it is fair enough to write off the full amount when the piece is 
discarded, if-when you start you know just where you are at, and have a-fair ~ 
valuation of the equipment in hand. 


Sir Henry THornton: Whatever may or may not have been fone prior. 
to January 1, 1923, what happens now is that when any particular part of our 
equipment disappears from service, it is all written off, so we are taking up 
whatever may have been the misdeeds of the past in our policy with respect 
to the present and the future. Mi 
Before you came in Mr. Cooper pointed out that there were two schools — 
of thought in connection with that and we decided, after a great many years of 
discussion and argument, that the practice we are following now, spread over ae 
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i a Bod of years, is more Aaa and reaches substantially the same result 
as setting up an annual charge to depreciation; that is, if you take it through 


Fa period of years, we are charging ata basis of exact figures rather than a 


fe setting up of a percentage of depreciation which is based on the expectancy of 
life of equipment. Therefore, over a period of years we get precise results. 
The policy we are following is not only, we think, a sound policy but it 
‘is about the only policy which we can follow, having regard to. the fact 
that we do not know what happened prior to 1923. 

Hon. Mr. Stevens: That frankly brings us_to one point about which 
I feel very much perturbed; that is in this clause which I understand is 
now before the Committee, it says: 

Your Committee is satisfied from the evidence given that the accounts 
as presented are in accordance with recognized practice in railroad 
accounting and reflect accurately the revenues received and the expendi- 
tures made during the year, as well as the additions to the capital account. 


Now, I am not inclined to call that into question in so far as the method is 
concerned, but in those accounts you have one item which I mentioned the 
other day, one billion, nine hundred million and some odd dollars, “Road and 
Equipment”’, which includes the very point we are now discussing, namely, 


the value of all your equipment and we have no way through’ your accounts of 


understanding whether that $1,900,000,000 is reflected in anything like the 
accurate or reasonable value of the actual assets. We cannot determine that. 
Therefore, how can we say that the accounts accurately reflect the situation? 


Sir Henry Tuornton: I think before you came in there was some modifi- 
cation made in that paragraph which perhaps may clear up the question in 
the minds of the Committee. This Committee is dealing with this year, and 
it was proposed to so change the paragraph as to indicate that the Committce 
were satisfied with respect to what happened this year. Perhaps if the Chair- 
man would read it as proposed, it might meet your point. \ 


The CHAIRMAN: That clause reads now: “Your Committee is also satisfied 


_ from the evidence given that the accounts for the year 1927 as presented are 


in accordance with recognized practice in railroad accounting, and reflect 
~ accurately the revenues received and the expenditures made during the year as 
well as the additions to the capital account during that period.” 


Hon. Mr. Stevens: Yes. The only thing is—I think it will be recognized 
by my language, that I am not reflecting on the present management, that is, 
on the management say of.the last eight or ten years—we have no starting: 
point in these accounts other than, of course, to go right back to the beginning 
of the different systems. 


Sir Henry THORNTON: We were obliged to accept the accounts as of 
January 1, 1923. When I say, ‘“‘we” in that sentence, I mean you and I and 
all of us. Now, whether they are right or whether they are wrong, whether 


i they are right or wrong, we cannot correctly determine, and We accept that as 


it is, and then we proceed to see that year by year, so far as the operations of 
each year are concerned, that they are accurate, and in accordance with 
recognized accounting practice. Now, whatever mistakes may have been made 
_ prior to 1923 in regard to equipment, we catch that up year by year in charging 
off the value of each piece of equipment, as it disappears from service. We may 
ee ae an excessive ‘burden, I do not know. 


Hon. Mr. Srevens: Except in this regard, Sir Henry; we will say there 
were fifty years of operation preceding your advent to office. If during that 


me fifty years there was a substantial quantity of equipment bought, used, and dis- 


| carded, and not written a it would stil! be carried in the account known as 
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“Road and Equipment.” Its value would remain in there as an asset when it 
has disappeared long ago. Mek iietins i 

Hon. Mr. Dunnine: What can we do to remedy that? 

Sir Henry Tuornton: I do not know what we can do with that. 

Hon. Mr. Stevens: I think this is the crux of the whole matter, the correct 
representation of the picture. 

Hon. Mr. Dunntna: It comes back to the value of what the Canadian 
people pay for what they got. 

Hon. Mr. Stevens: Just the reverse. It comes back to what the people 
got for what they paid. ; 3 

Hon. Mr. Dunnine: That means the same thing. 

Hon. Mr. Srevens: No, I think not. We are the buyers. 

Sir Henry THornton: I may say, Mr. Stevens, that since 1914, the Inter- 
state Commerce Commission in the United States has been trying to solve that 
problem. That is twelve years ago, and they have not yet solved it. 

Hon. Mr. Srevens: Yes, I know that. They have taken some steps 
though. They have made some revaluations and appraisals and so on. How- 
ever, I do not want to get myself into the position of seeming to reflect on the — 
management. What I am reflecting om is the accuracy of the picture to the 
people of Canada, which includes of course, necessarily, modern accounts as 
well as old accounts. 

Hon. Mr. Dunning: There was only one \way oreinally, whereby that 
could have been done, and that was by taking over these Pipers through! 
receivership instead of assuming the entire liability. 

Hon. Mr. Stevens: I agree with that, but that is an old story. 

Hon. Mr. Dunnina: I had some strong opinions on it at the time, but to 
start now and try to bring about the same result as would have been ‘secured 
through receivership originally, is awfully difficult. 

Hon. Mr. Stmvens: I know, but if I may put it in this way; we are “dealing 4 
here as shareholders of an enterprise. We are more or less a small body of 
representative shareholders. We are giving out to the great body of share- 
holders of this enterprise, a picture. 

Sir Hpnry THorntTon: You are a committee of charchen ters 


Hon. Mr. Stevens: And we are giving out a picture of this enterprise. If 
We give our stamp of approval on this statement, we are saying to them, “this 
statement which is published in the press, reflects ‘accurately the whole picture. ‘ 
I will agree that by your amendments you are limiting it, but it will not have 
that effect on the public. The effect on the public will be that that is an 
accurate presentation. In that presentation is included the sum total of old 
accounts for fifty years prior to the present management, and that I submit | 
with all deference ——I think Sir Henry will agree with me at once in all prob- 
ability,—is far in excess of its actual value. 

Mr. McLean (Melfort): I think, Mr. Chairman, that the publie will take » 
it that we are presenting a picture of the road in 1927, the condition of the 
accounts and. property as compared with 1923, when we established these valua- 
tions, and as in 1926, when the accounts were in a certain condition. This is 
only a comparative picture as of these years. ea: 

Hon. Mr. Stevens: We have never established any valuation, Mr. McLean; — 
that is the unfortunate part of it. 


Hon. Mr. Dunninea: Not a valuation, which could only have been estab- 
lished through a receivership in the first place. There is one accurate way of © 
determining the value of a property which is bankrupt, as these companies were; 


¥ 


ae 


4 


I think? 


: point. 
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. and that is, by going through a receivership, and ascertaining the value by 


competition in the purchase price fromthe receiver. Had that been done, 
originally, we would of course have had the value as of that date, the value 


determined by what the people who were buying it thought it was worth, which 
is, after all, the real index of value under those circumstances. The Chicago- 


Milwaukee, I think, is an excellent parallel to that situation, and it has been 
just recently cleared up, and there was, as Mr. Stevens says, a very drastic 
writing down of values, but the writing down of values was accomplished, not 
by any arbitrary appraisal of different classes of equipment, but on the basis of 
what some one was willing to pay for it, which is, after all, the great index in 
connection with a situation of that sort. I appreciate that all this discussion, 
Mr. Chairman, is leading—and properly leading—to the question of the present 
capitalization of the C.N.R.; and after all, it gets down to this, the Canadian 
people have spent this money; whether it remains charged to Canadian National 
account as it is to-day, or charged to the Minister of Finance, Dominion Account, 
is not of much importance to the Canadian people; they are out the money 


-anyway. What is of importance is a correct picture of this utility, and on that 


point, I think I can assure the Committee that both the Government and man- 
agement are working on the question of capitalization, and have been now for a 
very long time. I assure you, Mr. Stevens, it is a most complex thing, and 


_ frankly, we have almost abandoned the idea of getting at it on any basis of 


valuation. 4 think I can say that, Sir Henry, that any basis of valuation, would 
appear to be the wildest guess with respect to a very large part of this property. 
We are looking at it now, rather from the point of view of relations between, 
the Dominion and the company financially 


Hon. Mr. Srevens: Why, Mr. Minister, should it be a question of the 


wildest guess. -Frankly,-I do not agree with you there. 


Hon. Mr. Dunnine: Have you looked at the comparative valuations of 


- existing class A roads, even including the Canadian Pacific? ‘The comparison 1s ~ 


so wide that I would think it justifies what I have said. 

Hon. Mr. Stevens: But you are talking about book valuations, which is not 
necessarily a correct estimate. 

Hon. Mr. Dunninc: No, the accepted valuations of the Interstate Com- 


merce Commission of the particular roads, That is the difficulty. 


Hon. Mr. Stevens: You mean, under their re-valuation scheme of ten or 


- fifteen years ago? 


Hon. Mr. DunNING: Yes. | 
Hon. Mr. Stevens: What do they place it on? A replacement value basis, 


Hon. Mr. Dunninea: No. 

Sir Henry THornton: Cost, and reproduction. There are three ways in 
which you can value a property: First, on the basis of what it cost; what it 
would cost to reproduce it, or on the basis of what it earns. And from those 
three points, you can argue for years, and still reach no conclusion which will 
satisly every one. | 
Mr, McLean (Melfort): Could you value it on the basis of what you think 
some one would pay for it? | : 

Sir Henry THornton: That would be a pure speculation. 

Mr. Cantey: Mr. Chairman, are we not only dealing with the account of 

the revenues received, and the amounts expended during the past year? 
- The Cuarrman: Yes, that is right.© ) 
_ Mr. Canriny: Then it appears to me that all this discussion is not in 


180 | SELECT STANDING COMMITTEE : 


Mr. Harris: That is what we started on when I raised the point. If we — 
“ get, back there, we might get somewhere. » 4 

Mr. Wa ae Am I right in the suggestion that the accounting is) Ino 
accordance with the rule laid down by the Railway Commission? 

Sir Henry THorNton: Yes, that is right. } 

Mr. Cantury: Then why do we not say 80 instead of saying it is a recog- 
nized practice in railway accounting? 

Sir Henry THORNTON: You may put it that way if you like. I id not 
draw the report. / 7 

Hon. Mr. Dunninc: Is it correct to say the Railway Commission laid down 
rules on accounting, Mr. Cooper? 

Mr. Cooper: Yes. | 

Hon. Mr. DunnincG: Then, your accounting is in accordance with the rules" 
f the Railway Commission. 

Mr, Cantiey: Why not pass it on to that Commission, then? | 

Mr. McLean, (Melfort): I would judge this: if you want it absolutely 
accurate in this statement, we would have to say that the accounting is in accord- 
ance or the accounts as presented are in accordance with the recognized practice 
in the respective countries in which the properties are situated. We have one 
system, under the Interstate Commerce Commission, of dealing with equipment, 
and another in Canada; both probably equally fair and useful, but slightly | 
different, : 

Hon. Mr. Dunnine: That brings you back exactly to the iheerdtve thatis ina 
the report as covering the situation. 

Mr. McLean: Quite so. It might be changed as i have suggested, 

Sir Henry Tuornton: {You might say the “prescribed” imstead of the 
“recognized” practice. Prescribed, means of course, prescribed by law. 

Mr. Cantury: Why not fall back on the highest authority we have, the 
Railway Commission. 

Hon. Mr. Dunnine: Because they do not govern us with respect to the 
United States. There, the Interstate Commerce Commission governs us. ° 

Hon. Mr. Stevens: It does not cover your full accounting system. 3 

Hon. Mr. Dunnine:, We could use the word “prescribed” instead of 
“recognized.” ‘Then, there would be no buseuon about it fulfilling the require- * 
ments of both countries, 

Mr. Cantuny: That is better. a 

Mr. Harris: We certainly ought to say what railway accounting we refer ~ 
to. We should not use the bald statement “recognized railway accounting” when 
this Committee knows it is not in accordance with the Interstate Commerce 
Commission, whose railways are a great deal more in magnitude than those 
under the Railw ay Commission. \ 

Sir Henry THornton: If you say “prescribed” that necessarily must mean 
the practice prescribed in each country. It cannot be anything else. 

Hon. Mr. Stevens: The only thing is that in Canada the portion of. tha 
practice that is prescribed is limited in comparison with the whole. - | 


Sir Henry THorNton: “Prescribed” still covers it. When it is prescribed, * 
it is prescribed insofar as Cahada is concerned, by our own laws ay pce Sin 
It is similarily prescribed in the United States, 


Mr. McLean: If you want to go further, you might say “as \ elaeeg by | 
the governing authorities,” if more detail is wanted, which I think is not. 


Sir Henry THornton: As prescribed by law or regulation. Cane wy . 
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: Mr. Stewarts (Leeds): I would like to ask Sir Henry if the method of 
_ writing off equipment has been followed since the road was taken over? 


, Sir Henry THornton: Yes. 


Hon. Mr. Dunnine: That is not the date at which the roads were taken 
over. That is from the date of the Consolidation when Sir Henry took »charge. 
- What happened prior to that time, Mr. Cooper? 


Mr. Cooprr: Each done had its own method; Ahe Grand Trunk one 
_ method, the Canadian Government Railways another. I say, method, but gen- 
erally speaking, they did not have any method at all; they did not have a 
uniform method. 

Hon. Mr. Dunnine: The Canadian Northern had a different one still. 

Mr. Cooper: I presume so. The Canadian Government Railways did not 
write anything off. The Grand Trunk had a-practice of replacing a unit by 
another one. If they bought one thousand box-cars, to the extent that they had 
to make good a certain number of units, that was an operating charge. Any 
additional amount was a capital charge; that was their practice. 

Hon. Mr. Dunnine: That would produce the condition Mr. Stevens speaks 
of. Did you get that Mr. Stevens? He speaks of the old Grand Trunk practice. 

Hon. Mr. Stevens: You have the three systems, the Grand Trunk and so 
one. None of them was the same, and nobody knows apparently whether there 
was a fair depreciation or whether they wrote off anything at all. 

Hon? Mr. Dunnine: Mr. Cooper has described the system on the Grand 
Trunk. Will you repeat that, Mr. Cooper, with respect to your illustration of a 
thousand box cars? 


Mr. Cooper: They went by units. Their capital account was supposed to 
represent so many locomotives and cars, and so on. Now, taking the actual 
count necessary to replace the units in service, it would be treated in this way: 
The replacement of those units was an operating charge; any additional purchase 
_ was a capital charge. That had the effect of charging to operating expenses 
the cost of substituting a modern unit for an equipment unit which was 
purchased away back in early times. 

Hon. Mr. Stevens: Which is a fair thing? If you discard one engine, and 
replace it with another ene by the exigencies of the present demands, it should 
be charged to operations. 

Sir Henry THornron: Well, no. Strictly speaking, Mr. Stevens, if you , 
replace a locomotive of a certain tractive power with a locomotive with twice 
that tractive power you ought to charge to capital the half of the expense, 
from an accounting point of view. You have the same thing in the renewal 
of rail. If you renew a fifty pound with a hundred pound rail, you charge to 
poe the cost of renewal in kind, and the additional cost to capital. 


| - Hon. Mr. Dunnine: Have you any knowledge, Mr. Cooper, of how long 
prior to the amalgamation the Grand Trunk followed that practice? 


~“Mr. Coorer: I should say for twenty years. 


Hon. Mr. Dunnine: That helps us in getting an approximate idea of the 
bearing of it; nothing final, of course. It does not look as if the equipment 
was inflated very much when you got it, if they had been ne that 
practice for twenty years on the Grand Trunk. 

Mr. Cooprr: The Grand Trunk itself was a consolidation of any number 
of companies, and to go back beyond twenty years would be almost impossible. 
; Hon. Mr. DunwIne: If you take twenty years in the life of equipment, 
there would not be much left prior to the twenty years, would there? 

Mr. Coopme: Yes. 
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Sir Hpnry THorNntTon: Oh, yes, I should think so. ! aa 

The ActiING CHAIRMAN (Mr. Power): Is the Committee satisfied? Thén,: s 
it is desired to alter the clause by inserting the word “ prescribed ” Nene ; 

of “recognized” on the second line. 

Mr. Harris: I think it might be well to go a little further than saying 

“prescribed in the respective countries.” That would indicate that. it was in 
accordance with the prescribed practice. 

Hon. Mr. Dunwine: I am quite satisfied with either! « reoognized hs OF 
“prescribed”. I think it covers the point either way. ae dh 

The Acting CHairMaAN: Is the Committee satisfied that the accounts as 
presented are in accordance with the prescribed practice in railroad accounting? _ 
We will take it then that the word “ prescribed” is inserted instead of “ “Tecog-" 
nized ”, 

Hon Mr. Stevens: There is only one other point in approving of Wee 
clause, which, after all, I would look upon as perhaps one of the most important 
clauses in this whole report. It is this: You have segregated the Central 
Vermont Railway and the evidence is, I think, clear on this, that we have 
invested in the Central Vermont Railway a very much larger sum than its | 
value; and furthermore, we are spending what is it—$5,000,000, acting as 
receivers? eee 

Sir Henry THornton: The receivers are spending that, not the Canadian — 
National. We have not guaranteed’ that. 

Hon. Mr. Stevens: You are acting as receivers, are you not? . 

Sir Hpnry THorNton: No. The receivers are appointed by the court, and 
they are the officers of the court. 

Hon. Mr. Stevens: It is a first charge before all your charges, so you walle 
have to assume it, whether you like it or not, or lose your thirty millions. I 
mean, that you have to assume that, Sir Henry? 

Sir Hrnry THorNton: When it comes to the reorganization, that question 
will have to be considered. 

Hon. Mr. Srevens: It is a first charge. It will take precedence over all 
other charges. | a 

Sir Henry THornton: Oh, yes, the receivers’ certificates, of course, are 
prior- charges. : : 

Hon. Mr. Stevens: So you will have to remove that before you can receive 
your own. Whether you take possession of the road, or ‘otherwise, you would 
have to assume that cost. What I was coming at was this: (No matter what 
method you use, the point is that that five million dollars is a replacement of 
what was the result of a disaster due to flood and nore should go into— 
“ Operation ”. . Se ki 

Sir Henry THornton: Yes. : | 

Hon. Mr. Srevens: Certainly it should go into operation, but, be téletne 
the Central Vermont out of the picture entirely, by the process of putting it into 
liquidation, you are removing from ave Ope rama and expense accounts the 
replacement of that road? ‘ 

Sir Henry THORNTON: May J ask that no report be made now Bch respect 
to the discussion of the Central Vermont? That i is, no stenographis report. 


The AcTING CHAIRMAN: Is the Committee agreeable to that? hae: 
Carried. : 


Discussion followed. 


4 
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The Acting CuarrMAN (Mr. Power) (To the shorthand reporter): (You 
may continue now.) . 


~ Hon. Mr. STEVENs: Assuming that the Eastern lines lost money before the 


- Maritime rates came into force, a year before; then, the Maritime Freight Rates 


~ came into force making a code or tariff of rates of so much. That code is. 
assumed by the country, but you do not show in that, do you, the losses you have 


previously made or the losses made independently of that code? Is it included 
in the main statement? — | 


Sir Henry THORNTON: Yes. 

Hon. Mr. Dunnine: In this statement? 

Hon. Mr. Srevens: No, in the main statement. 

Hon. Mr. Dunn1ING: No, it is not there. 

Hon. Mr. Srevens: It should be there. 

Hon. Mr. DunnING: It is a payment from the former Government under 
the terms, to the railway. That portion is a payment from the Government to 
the railway. 

Hon. Mr. Stevens: I have not made myself clear, That portion which is 
not included in the 20 per cent reduction? 

Hon. Mr. DunniNG: Is a payment from the Crown to the railway. That 
was the principle adopted. 

Hon. Mr. Srevens: It should be shown in this statement. 

Sir Henry THornton: What Mr. Stevens means is that prior to the exist- 
ence of the so-called Hastern lines, the lines in that territory were operated at a 
loss. ‘Now, under present conditions, he says that loss, plus the loss due to a 
reduction in freight rates, is all put in one sum, and is separated from the 


accounts of the National Railway as a whole. 


Hon. Mr. Sravens: Exactly. | 

Major Bett (Deputy Minister): That appears in the Departmental esti- 
mates, divided; showing the totals of the separate amounts. | 

Sir Henry THORNTON: Without discussing whether that is correct or not, 
right or wrong, in preparing our reports we are simply following the legislation 


which has been passed, and therefore, any argument with respect to that, is an 
* argument as between this Committee and Parliament, and not between the Com- 
- mittee and the Railway. We are simply carrying out the law as it has been 


_ passed. 


Hon. Mr. Stevens: As I understand the law, and I am speaking from 


memory, it said that you must set up a separate account. That was for the 


purpose of ascertaining what the amount to be paid under the Maritime Freight 
Rates Statute should be. I appreciate that, but that does not mean that it. 


should not be placed in the composite statement. My opinion is that there 


_ should be shown in'the main statement the total loss, and the contribution should 


be shown as an item of special revenue. Then the net amount would be reflected 


in the main statement. 


Sir Henry THoRNTON: The policy we are following now and the reason it 


is being followed is in order to avoid very complicated and difficult accounting. 


- Hon. Mr. Srevens: Frankly, Sir Henry, with all due deference, I cannot 


Ke ‘see the difficulty; not in the preparation of your statement. I can quite see the 


ae pea of keeping your books of account separate, but in reflecting in your 


state 
cH Sir Henry THorRNToN: We would have to estimate each year what the loss 


ent you take into consideration the full result of all your books. 


_ would have been had a reduction in freight rates not been made. 


184 SELECT STANDING COMMITTEE 


Hon. Mr. DunninG: JI think I see Mr. Stevens’ point now, and I do not 
know why it should not be done if it would make it any better. It would mean 
that you would show as revenue, in your general statement, the amount received 
from the Government, under the provision of the Maritime Freight Rates’ Act, 
but the net result would be exactly the same as it is now. | 

Hon. Mr. Stevens: No, 

. Hon. Mr. Dunnine: There would be no difference, because we come out 
of the Eastern lines absolutely clear. | 

Hon. Mr. Stevens: But, Mr. Minister,—it may be my failure to make the 
thing clear,—but here is the point. You have two classes of losses, we will say, 
in the Maritime provinces. 

‘Hon. Mr. Dunnina: If you are coming back to the justification under the 
law, yes. : 

Hon Mr. Srevens: One is the normal loss, and the other is a statutory 
loss. Parliament has voted money for the statutory loss.\ That would be one 
off-setting the other. Parliament has provided for the off-setting of the statu- 
tory loss; one would cancel,the other on your revenue and expenditure; but your 
normal loss is not included as it would in previous years have been included in 
your main statement. 

Hon. Mr. Dunnine: That is quite right. 

Hon. Mr. Stevens: And it should be included in there. 


Sir Henry TuHornton: It might clear things if I read the law. “For 
accounting purposes, but without affecting the management and operation of 
any of the Eastern lines, the revenue and expenses of the Eastern lines including 
the reductions herein authorized, which shall be borne by the Eastern lines shall 


be kept separately from all other accounts respecting the construction, operation 


and management of the Canadian National Railways. In the event of any 
deficit occurring in any railway fiscal year in respect of the Eastern lines, the 


amount of such deficit shall be included in a separate item in the estimates sub- - 


mitted to Parliament, for or on behalf of the Canadian National Railways, at 
the first session of Parliament, following the close of each fiscal year.” 


Hon Mr. Stevens: I do not object to that at all. By all means, keep your 


accounts separate in accordance with that Statute; but after all, this set of 
accounts which you have in this red book (indicating) 1s supposed to reflect to 
the country the’ effect of the Canadian National Railway operations whether in 
the United States or Canada, or wherever it’is. My point then is that in this 
account should be included, separate of course, and kept in a specified item, not 
only the statutory loss, but the normal loss of the Eastern lines. | 


Hon. Mr. Dunnine: But you did not listen to that Statute, Mr. Stevens? 
Hon. Mr. Stevens: I did listen to it. 


Hon. Mr. Dunntne: No, that Statute authorizes the deficit on the Eastern | 


lines to bé.treated in that way. 


Hon. Mr. Stevens: I know, in the estimates, in a separate item, and if you 
put it in your statement, as a separate item, you are absolutely complying with 
the law. You might say, for instance, that the British Columbia Northern, the 
Canadian Northern lines should be kept separately. I just mention that-as a 


shot in the dark,.and they should not be included in here. There is no difficulty, 


from an accounting standpoint, of including that in the statement. | 


Hon. Mr. DunNING: The only difference between us is that from my point 
of view, the accounting result would be the same. If the law is complied with, 
the contribution from the country would be included as revenue, the contribu- 
tion being composed of two items in accordance with the law; one the item due 


~ 
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‘ | to the 20 per. cent reduction on Hastern lines, and the other, the remaining por- 
tion of the deficit on the Eastern lines. That is what the law Says. 
Hon. Mr. Stevens: . No, only that portion would be included as revenue 
which was statutory. mn 
Hon. Mr, Dunnine: It is all statutory. 
| Mr. Cantey: Mr. Stevens wants a consolidated account, which he says 

this is not. Is not that it? . 

Hon. Mr. Dunning: If that is what he wants, there is no difficulty in 
providing it. / 

\ The Acting CuHsatrRMAN: As I understand it, Mr. Stevens’ interpretation 
of the Statute is not quite the same as the Minister’s. That is the difficulty 
there. | 

Hon. Mr. Stevens: There is a difficulty in our interpretation. 


Sir Henry THornton: -Shall I read the law again? (Reading). 
For accounting purposes, but without affecting the management and 
- operation of any of the Eastern lines, the revenues and expenses of the 
Eastern lines including the reductions herein authorized, which shall be 
borne by the Eastern lines, shall be kept separately from all other 
accounts respecting the construction, operation and management of the 
Canadian National Railways. In the event of any deficit occurring in 
any railway fiscal year, in respect of the Eastern lines, the amount of 
~ such deficit shall be included in a separate item in the estimates submitted 
to Parhament for or on behalf of the Canadian National Railways, at the 
first session of Parliament following the close of each fiscal Vea 


_It provides for separate Accounts, and that is separate. 
Hon. Mr. Stevens: That is so, and there is no objection to that. 
- Hon. Mr. Dunnine: That is the general deficit. 


- 


% 
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Hon. Mr. Stevens: No, you are mixing two things. You are mixing the 
_ form of keeping your accounts, and the form of making an annual statement to 
_ your shareholders. There is a vast difference between the two. The statement 
_ presented to the sharéholders should reflect all the operations and the combined 
operations of your company or companies. It does not make a particle of dif- 
ference whether they are kept in one or forty sets of books. 
Hon. Mr. Dunnine: Agreed so far. 
| Hon. Mr..Stevens: Now, my point is this: ~ In presenting to Parliament, 
and therefore to the country, two reports, one representing the Eastern lines, and 
one representing the system as a whole, you are giving to the country a fair and 
true picture of the whole story. : 
: Hon. Mr. Dunnine: ‘You agree that, if the returns were put together, it 
~ would be? : | 
Hon. Mr. Stevens: Yes, I say that the result of yellow book, and the result 
of the Central Vermont ought to be included in the main statement presented to 
_ the Committee. Those are my contentions in a nutshell. 
Mr. Cantury: And call it a consolidated annual report? 
Hon. Mr. Stevens: Exactly. | 
- The Acting Cuarrman: Leaving that aside, what would they do with 
aA respect to the definite instruction in the Statute to keep them separate? 
_ Hon. Mr. Stevens: All that does is to tell them to keep their accounts 
separate, not to present it to Parliament separately. 
The Acting CuatrmMan: I was of your opinion first, because I did not 
understand the Statute. But, it covers the normal deficit, as you call it, and the 
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deficit due to the reduction in rates. It covers both. Then, it does not make — 
any difference. It does not make the slightest difference then. DAG i 

Hon. Mr. Srsevens: All that provision means is to keep your books and — 
accounts separate so that you can arrive at a clear picture of the operation of the +» 
railway under this question. Then, the Statute says any deficit that arises, — 
whether statutory or normal shall be shown in these estimates in a separate item, 
instead of being included in some other item as some of these are grouped. 7) 

Hon. Mr. Dunnine: There is necessarily a difference. You would not for — 
a moment approve of a deficit being included in an item of this character because” 
this represents borrowed money. The deficit on the Eastern lines is included in _ 
the estimates of the Department of Railways and Canals, and is a payment from 
the Department to the railways. be i 

Hon. Mr. Stevens: That is all right. You have an estimate specifying to 
Parliament what it is. But, it does not say it shall not be included in a com- 
posite statement of the company. ee 

Hon. Mr. Dunnine: No, I have no objection to that. The only difference — 
between us is as to what the result would be. I say the result would be exactly 
the same. The final summation in the red ‘book would not be the same as in 
the yellow book. I am speaking of net income, of course. 

Mr. Cooper: It would undoubtedly change the operating accounts? 

Hon. Mr. Stevens: Certainly, it would. 

Hon. Mr. Dunninec: _In what way?’ he 

Mr. Cooper: The deficit of the Eastern lines including the statutory reduc- 
tion, would be included in the net operating revenue of the National system. 

Hon. Mr. Dunntnea: Then the item from the Government would come in 
as income to off-set it. . 

Mr. Coorrer: Yes, the part other than the statutory. The statutory you 
argue, should be a revenue? : | 

Hon. Mr. Stevens: Exactly 

Mr. Cooper: But, the balance of the contribution would be an income 
credit, excluded as a credit, from operating. ~ 

Hon. Mr. Dunnine: But included as a credit to income. 

Mr. Cooper: Yes. i 

Hon. Mr. Dunnitnc: That is an accounting mystery to me. All I know is . 
that the net result is that the Government pays for the whole deficit on the 
Eastern lines, as a contribution to the Canadian National. That is the principle 
of the law. | } . i ee 

The Acting CHarMAN: There is no way of getting it back. It is not a 
loss, it is a straight contribution. | 

Hon. Mr. Stevens: I am not talking about getting it back, or paying for — 
it. That is done by the Government. But, it shows a different picture, that is 
my point. yi | ay oN 

Mr. McLzan (Melfort): Only in the event of there being a surplus on the 
Eastern lines, with the actual earnings, and the contribution of the Government, — 
and the 20 per cent reduction. Would it make any difference if included in 
the red book? If there should be a deficit in addition to'the 20 per cent, then — 
there is nothing to carry it forward to the red book. | 

Hon. Mr. Dunning: Do you see any objection, Mr. Cooper, from an | 
accounting point of view, in another year, to including the red book the sum- 
mation of results on the Eastern lines? 

The Acting CHarrMAN: You would include two items: Amount of normal — 
deficit, so much; amount of deficit under the Statute, so much; and then an- Er 
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‘other item, amount received from the Dominion Government. to recoup, so 


much. 
Sir Henry THornron: Then what would happen is ‘that you. would find 


certain individuals and certain interests that may be unfriendly, say: “ Look 


at the awful performance that the Canadian National has made.” They will 
include all the deficits of the Eastern lines, and charge that up to us. 

Hon. Mr. Srevens: As long as you gave your revenue account credit for 
the statutory amount, that you receive under the Statute, all you would reflect 
then in your operating statement would be your normal loss on the Eastern 
lines, which should be reflected there in any case. 


Sir Henry THornton: But the Statute specifically reads to the contrary. 


Iam not arguing whether it is wise or not, but the Statute specifically says all 


the deficits on the Eastern lines are to be kept separately, and brought in as a 
separate estimate. 

Hon. Mr. Stevens: That does not mean that it should be excluded from 
the statements of this company. 

Sir Henry THornton: It is not. Both books come before the share- 
holders. | | 

Hon. Mr. Dunnine: There is not a question of principle, but just one of 
accounting. 

~ The Acting CHAIRMAN: What do you say about the meaning of this, “ kept 

separately from all other accounts respecting pOnSer UCT operation or manage- 
ment of the Canadian National Railways?” 

Hon, Mr. Stevens: That refers to the accounting, and I agree with it to 
the letter. 

Sir Henry THoRNTON: You cannot return them the amount. 

The Acting Carman: You are right in that. 

Hon. Mr. Stevens: It is there for accounting purposes. 

The Acting CuarrMan: We have wandered for afield from the Section. 


Hon. Mr. Dunnine: The important point here, and if we are wrong, I 
think the Canadian National officers will take the view of this,Committee as to 
the manner of presenting the statement for another year; I am personally satis- 
fid that under the law, the presentation of the accounts to us could be in either 
of the forms suggested, but I do submit that the principle of the law, the Mari- 
time Freight Rates’ Act, was, that this Dominion recognized that the State, 


apart altogether from its general railway matters, had a definite obligation 


towards that part of Canada with respect to transportation ; in fact, it has 
always been since the Government lines were turned over to the National for 
operation—it has always been a very grave question as to whether the National 


_ Railways were not entitled to receive each year by way of a separate vote, 


the amount of the deficit on the Government lines which were handed over 


to them to operate. After all, they are not a part of the Canadian National 


es 


system as yet, although they may be. Now, that was not done until this year. 
Then the year after the Maritime Rates’ Act, we said we had a Dominion 
National obligation towards this part of the country; we do not expect the 
Canadian National to be burdened with deficits with ‘respect to it, we will deal 
with that part of the system as a national charge, and we will pay it to the 
Canadian National so that the Canadian National as a railway organization, 
will not be burdened with something, which, because of the nature of construc- 
tion, and all that attended it, and the obligations of Confederation, and so on, 
is not strictly speaking a railway matter, and should not be handled in the 


” same manner as the rest of the system. Now, that was thoroughly gone into 
| in een last year, and we have adopted that principle, that we will have 


~ 
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the Canadian National operating this as part of the system, but to the extent _ 


that it leses money in doing so the State will contribute to the revenue of the 
Canadian National to offset that loss. 


Hon. Mr. Stevens: That is for the statutory reason. : 


Hon. Mr. Dunnina: No, for the whole thing.. There was no question of 


that in the House -last year - | oN 

Sir Eugene Fiser: JI think I will go further, Mr. Chairman. Even if we 
accept Mr. Stevens’ suggestion, you will still be compelled to prepare a special 
report as far as the Eastern lines are concerned, in order to comply with the 
provisions of the law. 


’ 


ee OF 
Mr. Canriry: Mr. Chairman, the exposition of the Act of last year as 
. outlined by the Minister, I think, is quite correct, but I may say this: I did’ 


not recognize that at the time the Act was passed. I thought it only dealt with 
the deficit that would arise through the five per cent. } | 
The Acting CHatrrMAn: I thought so too. ; | 


Hon. Mr. Dunnine: If you will refer to. Hansard, you will see that igs 


specially stressed that as a principle. ei 

Mr. Cantiey: That may be. Now, allow me to go back to page 2 and 
the second paragraph. | y ae 

Mr. Stewart (Leeds): My idea as to Mr, Stevens’ proposition is that 
when you come to present to Parliament a report you-should include the whole 
operation; a summary, as it were; an annex, an appendix, something that sets 
out the whole situation with regard to the Eastern lines, so that we know the 
net result of the operation. | ‘ a: 


Sir Henry THornton: I should object seriously to that, because it creates * 


an unfair operating, result as far as the Canadian National is concerned. 
Certain reductions in freight rates were made with respect to the Maritimes 
and a certain Statute was passed which prescribed how the account shall be 
kept. If we are obliged to include in our operating account the losses which 
are placed upon us through the operation of the Eastern lines, it makes a still 
worse picture; it does not accurately reflect the situation and will certainly 


very seriously affect the feelings that a great many of us have with respect 


to what we are trying to accomplish. I think it is unjust and unfair to the 
National Railway system. : 
Hon. Mr. Stevens: Sir Henry, up until July last, you included in your 
statement, the full picture of the Eastern lines? | p Pigs 
Sir Henry THornton: Yes. 
Hon. Mr. Stevens: From July last— 
Hon. Mr. Dunnine: Always under protest. « 


Hon. Mr. Stevens: Mr. Minister, will you please permit me to complete 


my statement? 


fairness. 


Hon. Mr. Srevens: Frankly, I cannot understand—I have made my 


statement and I cannot understand the contention at all. I do not agree with 


this clause under these circumstances. I have tried to make myself clear, and | 
this is the first time I have had occasion to sharply differ from Sir Henry, but _ 


I do. I shall say no more. I have tried to make myself clear, and it is impos- 
sible. 3 . : 


all that he has to say with the utmost courtesy, and everything of that sort. — 


* a 


Hon. Mr. Dunnine: But always under protest. I should say that in- 


Sir Henry THornton: Please do not understand that I in any way resent : ‘ 
any difference of opinion. We may have our differences of opinion, and they _ 
may be honest-differences, but I want to assure Mr. Stevens that I have heard — 


CC i A aaa bc Seat 


Pree 
: - Sy eit 


at 
b 4 


RAILWAYS AND SHIPPING | 189° 


Hon. Mr. Stevens: I was referring to the Minister's interjection. 
Hon. Mr. Dunnine: I am sorry if in any way I have offended Mr. Stevens. 


Hon. Mr. Stevens: You are not offending, but Good Heavens why cannot: 
you let a person put a question to the President of the Railway without cutting 


across it so that it is an unintelligible question when it gets on the record, 


Mr. McLean (Melfort): I do not think that is a fair statement at all. 

_~ Hon. Mr, Dunnine: Then I apologize to Mr. Stevens abjectly, and I ask 
-him to be kindty guided by his own advice. Now, I apologize abjectly, and will 
not say another word. 

The Acting Cuamman: Mr, Stevens was about to discuss this matter with 
Sir Henry Thornton, and I will be very much obliged if he will continue, and 
I will see that he is not interrupted. : 

Hon. Mr. Srevens: The question I was trying to ask Sir Henry Thornton 
was this: Previous to July, 1927, the Eastern Lines’ accounts, operating and 
such like, were reflected in a composite statement, presented to Parliament, In 
July, 1927, the Maritime Freight. Rates’ Act came into operation. From that 
date, separate accounts were kept? 

Sir Henry THorntTon: Right. 7 

Hon. Mr. Stevens: In the period previous to 1927, such deficits as occurred 
appeared in a composite view of the main statement. Now then, I ask this: 
From July, 1927; to the end of the year, the Maritime Freight Rates’ Act, the 
statutory rates applied, causing a certain reduction in rates, provided for by an 
‘equal amount to méet the loss in the way of a contribution from the Crown. 
~ Had you included in a composite statement the statutory loss, with a corres- 
_ ponding item of statutory revenue, or a revenue equal to the statutory loss, and 
the normal loss, your present statement would have shown an added loss to what 
it does at the present time. ‘That is true, is 1t not? 

Sir Henry THornton: Undoubtedly. 

Hon. Mr. Stevens: Therefore, my contention is that the present composite 
- statement does not reflect the correct view of the operation of the Canadian 
- National Railways in the’same manner as it did before July, 1927, and prior 
to the operation of the Maritime Freight Rates’ Statute? 
| Sir Henry THornton: That is true, with respect to that point, but may I. 
just say this on the other side. In putting in our accounts as they have been 
presented this year, we are following the instructions of Parliament. I do not 
_ question whether that is right or wrong, but I do say that in the presentation 

of our accounts we are proceeding as instructed by law. 
| Hon. Mr. Stevens: I am making a statement now, Mr. Chairman, rather 


V2 


_ than putting a question. It is this: that the injunctions imposed upon you in 


the Statute apply to the accounting , and do not apply to the presentation of the 
annual statement. ‘ 


Sir Henry THornton: I do not know that I could discriminate between the 
_ two, Mr. Stevens. We must present the report in accordance with the instruc- 
_ tions we receive. We cannot present one kind of report and then another kind of 
accounts. This law has been read two or three times, I do not think I need 
read it again. 
Mr. Cantiey: It is a question of interpretation of the law. 


re Hon. Mr. STEVENS: I think we can get closer if I say that I agree with 
— you wholly that it imposes upon you a duty to keep the accounts separate, for 

ee the purpose of ascertaining what the statutory loss is. 

i Sir Henry TuHornton: Then maybe I can make a shortcut that will get us 

all straight. Would you feel satisfied if these two sets of figures in the red 

| and yellow books were included in the same binding? 
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Hon. Mr. Stevens: No, it would not make a bit of difference. That would 
be only one plaything instead of two. If the figures appearing in the yellow 
binding, of the Eastern lines, are included in whatever form the accountants 
may desire in the total figures of the main statement before the final balance is 
struck, that is what I ask, and what I contend should be done. 


Sir Henry THornton: Well, I expect we could argue that indefinitely, 
without coming to any conclusion. The whole thing turns upon whether you 
say this Statute instructs with respect to the preparation of the accounts and » 
does or does not instruct with respect to the presentation of the report. That 
is the only difference, as I see it, between us, is it not? 

Hon. Mr. Stevens: No, I am sorry I cannot agree with you, Sir Henry. 
I think that only refers to the keeping of accounts separate as far as account 
books are concerned, for what purpose? To ascertain how much the Govern- 
ment of Canada is to pay in relation to the losses set up by the enactment of 
that Statute. That is, of the accounting injunction. 

Sir Henry THORNTON: Then, who do you think should determine how the 
report should be presented? 

Hon. Mr. Stevens: I think the President, and Board of Circ a the 
Railway will determine that. Jt is then a question of whether we will accept it. 

Sir Henry THornton: Then that cuts it down to a definite point. The 
‘directors and myself concluded that that was the best way to do it. If this 
Committee differs, that is for the Committee to say. 


Hon. Mr. Stevens: Then we come to this: I, from my standpoint, could 
not agree to the clause now under consideration on page 3. That is the point 
in my discussion. 

Sir Eucene Fiser: Mr. Stevens, is not your object to ascertain, if the rail- 
way is complying with the clause contained in the Statute? Jy 

Hon. Mr. Srrvens: No, I am concerned in whether the composite account 
reflects the Railway returns of this whole system. 


Sir Eugene Fiser: Therefore, you do not take into pa SEC ‘that in 
the estimates submitted by the Minister to this Committee, he takes into 
account not only the deficit on account of freight rates as far as the Canadian 
National is concerned, but also the other railways? 


Hon. Mr. Ste No. 


Sir Henry THornton: Mr. Stevens realy I think is quite right j In saying. 
this, that we are relieving ourselves of a certain deficit with respect to the 
Eastern lines which, prior to the passage of the Maritime Freight Rates Act, 
we bore. That is correct? 


Hon. Mr. StTevENs: Quite. 


Sir Henry THornton: But I know of no reason why we should not accept 
our good luck along with our bad luck. We always have to stand the bad luck, 
and I do not see any reason, if Parliament passes an Act which relieves us of 
that deficit, why we should not accept that relief. 


Hon, vi Stevens: Sir Henry, what is to hinder the management of he 
road now, or in the futuré, from treating some other operation in the same way 
that you have treated the operations of the Eastern lines and the Central Ver- 
mont? After all, what is the object of this Committee, and what is the object 
of Parliament scrutinizing these accounts? One object only, or two objects, 
shall we say; one is to get an idea of how we are going along with our huge 
investment. Secondly, to bring pressure to bear upon the President, the directors 
and the management to get out of them the best that isin them. eet 

“Sir. Henry THornton: True. 
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Hon. Mr. Stevens: That I think, might be stated as to another: If we are 
to have by one method or the other, bad luck or bad territory deleted, and have 
presented to us a view which after all goes out as the whole view, whether it 1s 
accurately so or not, to the people, deleting from it these other two elements, 
then the people are not going to get,a.correct idea of how their big investment 


‘is working out. Now,-I wish to say at once, I am not saying this with the 


idea of reflecting on the management. After all, the management surely are 
going to be in a better position if they can keep the people posted on exactly the 
correct result of their operation. 


Sir Henry THORNTON: One of the reasons why this was presented separ- 
ately—and I certainly thought, speaking personally, that it would present a 
more forceful. picture if presented separately than if they were presented 
together—is that. the public would see exactly from this yellow report (indi- 
cating) what the Maritime Freight Rates’ Act is costing, and what the opera- 
tion of the Eastern ‘lines represents, and it would be a more eloquent expression 
of the situation, than if it were generally buried in the composite. 


Hon. Mr. Stevens: I would not say generally buried in it by any means. 
I would put it in the main account, in a distinct form. My friend Mr. Cooper 
could put it in, I know. He knows exactly how it should be put in; kept 
separate in its details, but put in the main result, indicating where that loss is, 
and what that loss is, and including it in the main statement. I also have the 
same observation to make regarding the Central Vermont, because, although the 
Central Vermont is now in the hands of a receiver, I still believe that we, ad 
shareholders in this company, with $33,000,000 invested in the Central Vermont, 
are entitled to have shown in our returns just whether we have got a loss or 
a profit, or what our prospects are instead of deleting that as well. 


Sir Henry THornton: By the time the next report is made, the Central 
Vermont will be included as usual in the Annual Report of the Canadian National 
Railways, because by that time the receivership will almost certainly have been 
lifted. 

Mr. McLean: To my mind, the whole trouble seems to be that Mr. Stevens 
is not going far enough in his argument regarding the legislation passed last 
year. Parliament and the country said “we are not only willing to pay the 
deficit due to the 20 per cent reduction in the Maritime Rates, but also on 
account of certain conditions in those lines and in the country, we are going 
further, and we will recoup to the National Railways the total deficit from that 
line.” ‘Now, as I understand Mr. Stevens’ argument, it could be met to some 


- extent if the deficits were kept in two separate accounts in the yellow book. 


That is, the deficit due to the 20 per cent reduction, and the deficit due to con- 
ditions outside of that entirely. 


Sir Henry THornton: They are so kept now. 
\ 


Mr. McLean: That shows to the country the loss on the Eastern lines, 
Then there is nothing further to carry over to the red book because Parliament 
has distinctly said they are going to take that off the shoulders of the National 
Railways, and off the territory served by the Eastern lines, on account, not of 
some sentimental or charitable feeling towards that territory, but on account 
of conditions that have existed for a number of years, and have been protested 


against for a number of years. If Parliament has taken that attitude, I do not 
think it is for us to question it in this Committee. It was not questioned last 


year. - : 
Hon. Mr. Stevens: It was not in existence last year. It all came into 


AG existence in July, 1927. 
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Mr. McLean: No, the legislation was passed last year, and Parliament did 
not object at the time. In fact, Parliament passed it. Consequently, - there 


is nothing to carry forward from the yellow book to the general account, because — a 


Parliament has made it a distinct property, and paid for it in another. manner 
absolutely. Until there comes a time when there is a surplus to carry forward, 
there is nothing to show. And, there is no reason why the other portions of the 


line should be confused by carrying forward something that Parliament is dealing — 


with as a separate property. 

Sir Henry Tuornton: May I say this, Mr. Chairman. I think this 
discussion has been illuminating, and a good many points have been brought 
out, which perhaps were not fully appreciated before. Certainly, as far as the 


railway is concerned, I am very grateful to Mr. Stevens for the points to which 
he has called attention. I think we can discuss this more or less indefinitely. 


here, without reaching any very exact conclusion, but I think we can meet the 
situation by this statement: That so far as the railway is concerned, I will 
take into full consideration all that Mr. Stevens and other members of the 
Committee have said. JI would like to think about this, and see if we cannot 
devise some way which will give to the people of Canada the complete exposition 
which Mr. Stevené wants, without prejudicing the standing and the financial 
performance of the railway. But, it is a pretty difficult thing to decide right 
here what we should do. I would lke first to think about it, and in consultation 
with him, and Mr. Harris, and yourself (meaning the Chairman) and others, 
see if we cannot hit upon some way of meeting what everybody wants. Cer- 
tainly, we have no desire to conceal anything. We want to get as fair a picture 
as we can. It is a hard thing to settle in a few minutes’ conversation, but I do 
feel that there is much merit? in what has been said, and we want to meet the 
views of those who have so expressed themselves. 


Hon. Mr. Dunning: Mr. Chairman, there is just a | or two I want 
to say with regard to this matter. As T have gathered the feeling of the 
Committee, in previous years, it has always been that we should, as far as 
possible, put this property on a fair basis in relation to those who are working 
the property for us. In order that they might have the incentive of having a 
fair load, and not an unfair load. It was because of that attitude on the part 


of the Committee in the comparatively small number of years that I have been _ 


associated with it, that in proposing the Maritime Rates legislation of last year, 


the Government decided to take the whole load of Maritime Province deficits 


off the shoulders of the railway operations. In effect, what we are doing is 
precisely what this Committee has been striving for in connection with other 
matters, notably with respect to the size of the capital account of the roadi; we 
are trying to give to those who are operating it a fair chance, and nobody dreams 
that the operation of the Maritime lines can be put upon a profitable basis of 


operation, apart altogether from the quesion of the twenty per cent» Now, if | 


Sir Henry for he management withdraws from the previous position of desiring 


to have the officers and employees given a fair chance—as you know, it was 


representations of that kind which were the basis of the Maritime Rates Act, 


the position of course; but you would be going back to the previous position 
which was, I think, properly complained about for several years prior to this 


at least in relation to the deficit portion of it, the Government might reconsider 
adjustment which we are now discussing. 


Sir Henry THorNToN: I would not think, Mr. foannines of changing the 
character of the accounting, or anything of that sort, but I just had in my mind, 


-whether on further and more mature reflection, it would not be possible to find ie 
‘some way of presenting these figures which would be satisfactory to every one, | 


including of course, ourselves. aa 
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Hon. Mr. Dunnine: With respect to the payments by the Government as 
designed by-the Maritime Freight Rates’ Act, they were designed to give the 


| Canadian National Railways a “chance.to make a fair showing, having regard 


to the conditions from one end of the country to the other, and taking into 
account the special conditions applicable to this section of the country. Now, 
naturally, as Minister, and speaking for the Minister of Finance, he would be 


“quite relieved if this Committee desired that the special provision under the 


Maritime Freight Rates’ Act, with respect to deficits on Eastern lines, were 
eliminated, and did not involve a direct charge on the revenue of the country 
every year, but I still think the principle of the Maritime Rates’ Act is sound, 
and I still think that it presents a more accurate picture of what the Maritime 


lines represent than could be presented to the shareholders throughout Canada in 
‘any other way. Each year, by virtue of that Statute, there is presented to Par- 


liament, separate estimates, two separate amounts for the Eastern lines, one 
amount showing the deficit attributable to the 20 per cent reduction, the other 
amount showing the balance of the deficit on Hastern lines, both of which com- 
bined represent, under that law, a definite contribution by the Government, to the 
revenues of the Canadian National Railway; in order that that part of the 
system which has such a peculiar problem of its own may be viewed entirely 
separately from the balance of the system, and should not represent a handicap 
upon the natural aspirations of the men running the system to make a good 


. showing on the basis of standard railway operation. 


Hon. Mr. Stevens: Well, all I have got to say is, I do not want the Minis- 
ter to leave the impression that what I am seeking to do is to embarrass the 


‘Officers of the company, simply by asking this question. I am not going to argue 


the point any further, but I do resent that suggestion. 

Hon. Mr. Dunnine: Mr. Chairman, I made no such suggestion. I dealt 
with the subject on the basis of principle. 

Hon. Mr. Stevens: It was the whole burden of your remarks, Mr. Minister. 

Hon. Mr. Dunnine: I wonder if Mr. Stevens would now apply his own 
rule, and let me finish without interruption. 

Hon. Mr. Stevens: Go ahead. 

Hon. Mr. Dunntne: The whole point that I make is that the purpose of 
this legislation originally, and the application we have of it before us to-day is 
to relieve the system as a whole of an unfair burden, a burden, which, from the 
point of view of the Confederation Compact was a burden of Canada, and apart 
from railway operation by a company or a corporation, and we’ were there as I 
told Parliament last year, proposing to recognize the operation in that regard. 
I did not intend to reflect: at all on Mr. Stevens’ motives. 

Hon. Mr. Stevens: The point I am getting at in the record is this; I take 
it from the Minister’s remarks, that the suggestions I have made will be taken — 
as indicating a desire to hamper the ey conve in carrying out— 

Hon. Mr. Dunnine: No, no. 

Hon. Mr. STEVENS: —or giving them a fair chance—-to use his own language 


—of making a success of the road. 


Sir Henry TuHornton: I did\not interpret them in that way. 
Hon. Mr. Stevens: Long before the Minister came here, the National 


_ Railways had not one more anxious to see them succeed than I was and am, and 
_ there is not one from the President down but will agree with that statement. 


On the other hand I am not receding from the position /I have taken, that the 
accounts as presented do not reflect accurately and fairly to the people of the 
country who are the owners of the road, the accurate situation. That is the posi- 


tion I take, and. under these circumstances, I certainly will not agree with the 
De clause which is before the Committee. 


= 
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Sir Evcenr Fiset: Mr. Chairman, even if the Canadian National Rail- 
ways comply with Mr, Stevens’ wishes and the Departmental point of view, and 
in view of the fact that the Railway Department has to provide in the Annual — - 
Estimates for what is necessary to comply with it, you will have then to givea ~ 


separate statement of the operation of the Eastern section? I ask for informa- 
tion, and I think you will have to prepare both reports if that is decided upon. 


Sir Hanry THorntTon: I thought we had to prepare two separate reports. 


However, that is another matter. But, let me hasten to say to Mr. Stevens that — an 


as far as the Railway is concerned, certainly we have always regarded him as a 
friend of the property, and I have not the slightest feeling about anything that 
he has said this morning; not the slightest. I want to make that quite clear. 


Mr. McLean: Mr. Stevens,,in view of the very frank discussion we have 
had on adopting a report, at a session not including evidence, would se be in 
favour of deleting from the record the discussion of this clause? | 

Hon. Mr. Stavens: Why? 


Mr: McLean: You seem to think that sen reflections were intended 
during the discussion. 


Hon. Mr. Stevens: I do not see why it should be deleted from the vennne 


Mr. McLeran: It does not include matters of evidence. Other committees, 
in discussing the adoption of a report, frankly, as we have done this morning, 
do not keep a record. I sat on a committee preparing a report, and we sat in 
camera, and kept no report. I do not see that there is much value in it. 

Hon. Mr. Stevens: I do not care what you do. 


Mr. McLean: Would you support me in the request that the discussion be 
deleted? | 1 


Hon. Mr. Stevens: No, I would not. That does not hinder you from ask- 


ing, though. 

Mr. McLean: I would not like to ask that unless I had your support. 

Mr. CantiEey: In regard to the second paragraph on page 2, the word 
“ending ” at the end of the third line, and again at the beginning of the last line. 
I suggest that word should be “ ended ”: ; past tense instead of future tense. 

Sir Henry THORNTON: That is Gaht: 

Mr. Cantey: Take the word “ modify,” two lines before that. Should 
not that word be “ incomplete form” instead of ‘ modified form”? Would it 
not be more correct to say incomplete form than modified form? » 


Mr. Henry: Last year, of course, the Central Vermont was included for 


the full year. It is just a question whether that was strictly NS) or not, as we 
only own 67 per cent of the stock. 


Mr. CantiEy: But still the accounts are incomplete. 
Mr. Henry: It was shown separately last year. 
Mr. Cantey: I may be wrong. . 


\ 


Mr. Henry: And it is modified to the extent of not oun shown this year 


in the accounts, on account of the receivership. | 
Mr. Cantey: Take the next paragraph. ‘The evidence adduced from the 


officers of the railway disclosed the fact that the chief reasons for the less — 


favourable showing were a reduction in freight rates and an increase in expense 
due to increase in wages and because of somewhat larger expenditures on main- 
tenance of way and structures.” . I had the idea that the greatest element was 
the increase in wages, rather than the reduction in rates. 


Sir Henry TuHorNToN: There were really two major things, » the increasé 
in wages and delayed crop movement. 
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~Mr. Canriey: But the increase in wages was the larger element? 


Sir Henry THORNTON: "Yes; | 
Mr. Cantiry: Then I would emphasize that by putting it first. 


Sir Henry Tuornton: I think that is a good suggestion. \ Just reverse 
the order. | 
~The Cuarrman:. The next paragraph is, “Your Committee is gratified to 
observe the continued improvement in the earnings of the Company’s hotels— 


Mr. Jeturr: Could we not act on that first clause on page 3? There is 
only a question of policy, as to the presentation of the general account. The 
other question that Mr. Stevens brought up was a question of policy. 


| Sir Henry Tuornton: As a matter of fact, I think what Mr. Stevens was 
talking about related more to next year than to this year, because this year’s 
accounts are in and closed. They have been presented in a certain form and they 
cannot be changed. : 


Mr. McLean (Melfort): And, further, they have to be dealt with accord- 
ing to the statute, which may be interpreted according to the opinion of the 
officers. — x 


Hon. Mr.:DunninG: There is no question of the interpretation of the 
statute at all. 


Sir Henry THORNTON: I do not think so. 


Mr. McLean (Melfort): The interpretation of the statute should certainly 
not come from this Committee. 
Hon. Mr. Dunnine: I would suggest, if the Committee desires, to draw 
attention to the fact that there is a separate statement for the Eastern Lines. 
Sir Henry THornton: You had a suggestion to make, Mr. Henry? 
Mr. HENRY: (Reads) : 
Your Committee is also satisfied, from the evidence given, that the 
accounts for the year 1927, which show the operations of the Eastern 
Lines separately for the last six months thereafter, as presented are in 
accordance with the prescribed practice of railway accounting, and reflect 
accurately the revenues and expenditures made during the year, as well as 
the additions to the capital account during that period. 


Hon. Mr. Dunning: Would that. not come in better farther down than 
where you have it? After the word “and” in the third line put in, “and together 
with the separate statements respecting Eastern Lines reflect accurately.” 

Mr. Henry: I think perhaps that would be better. 


Sir Eucenn Fiset: Would it not be better to say, “ and taking into consid- 
eration”? It seems to me that you are reflecting Mr. Stevens’ argument. 

Hon. Mr. Dunnine: ‘I am not concerned with reflecting his argument. I 
want to get at the facts in the report, whatever they are. 
| ‘Mr. McLuan (Melfort): I think the Minister’s words are the simplest 
and most concise. _ | 
Hon. Mr. Dunnine: Read it all. 
Mr. Henry (Reads): 


Your Committee is also satisfied, from the evidence given, that the 
accounts for the year 1927, as:presented, are in accordance with the pre- 
scribed practice in railway accounting, and, together with the separate 
statement respecting the Eastern Lines, reflect accurately the revenues 
received and the expenditures made during the year, as well-as additions 
to the capital during the year. | 


/ 
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- The CuatrMan: (Reads). a ie 
Your Committee is gratified to becca the continued improvement _ 
in the earnings of the Company’s hotels and to learn from the officers ~ 
of the Company of the indirect benefit resulting from the operation of 
the hotel system. 
~ Your Committee has already, in its Third Report, referred to its con-— 
sideration of Bill 204; “ An Act respecuing the Toronto Terminals Rail-_ 
way Company.” ) 
Your Committee notes that the requirements for the present year, 
exclusive of the Eastern Lines, amount to $39,000,000, as compared with | 
the requirements asked for last year of $22,500,000 for the nine months 
ending December 31, 1927, including the Eastern Line. The chief ~ 
reasons for the increase are the twelve months’ period as compared with 
the nine months’ of last year, increased interest, and a larger program 
of additions and betterments, which was examined by your Committee 
and found to be reasonable. 
From the evidence given, your Committee is of the opinion that the 
amount of $39,000,000 is necessary for the purposes of the. Company 
during the year 1928, and should be passed by the House. 


That is all for the Canadian National Railways. The next the Cae 
Government Merchant Marine. (Reads): 


Your Committee has had under carerderm on Item 409 of the esti- 
mates which provides for a loan of $758,000 to the Canadian Government 
Merchant Marine Limited, and has, in the course of its deliberations, — 

-.examined the operations for the year ending December 31, 1927. Your 
Committee notes that the results of the operations have not been quite | 
as favourable as those for the previous year, due to a highly competitive 
situation, which resulted in a reduction of freight rates in certain is. 
directions, with a resultant reduction in the eross revenue of ‘the Com- 
pany. 

Your Committee notes that the amount asked for, viz: $758,000, is to . 
be used to the extent of $750,000 for contemplated deficits and $8, 000 for 
betterments, and is of the opinion that this amount is “necessary and 
should ‘be granted by the House. 


Mr. Cantiny: There is just one point in connection with that, as I referred 
to earlier in the meetings of the Committee. I think it has been shown that ~ 
vessels under 8,000 tons capacity cannot be operated profitably, and I feel that 
the Government should sell all those vessels under. 8,000 tons. 
Sir Henry THorNTOoN: If it meets the judgment of the Committee, I should 
say that that suggestion might be left to our judgment to review the situation, 
and see how soon we-could get rid of those boats, or what we ought to do in | 
connection with your suggestion. I think it would be unwise that that should 
appear as a mandate to the officers of the Company. No doubt there is much 
truth in what Colonel Cantley says, that you cannot operate a small vessel, 
under present marine conditions profitably, but I think it would be a mistake 
to put the Merchant Marine officers under a mandate to do that immediately. — 
Hon. Mr. Dunnine: Would you undertake to review the whole situation?’ 
Sir Henry THornton: I do not know just how it would work out. 


Mr. CantiEey: I suppose we could change that and say that the Com- 
mittee further recommends the consideration by the management? 


_ Mr. Jenxins: What bones are ge boats operating . from Montreal to 
Se: John, N-B.? \ | | 


Mr. Henry: One steamer of are tons. 


od 
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eae Mr. Cantuey: That is a special service and I think it is worth while. 

The other boats that are in the general trade cannot be operated profitably. 

- J have operated a fleet of 75,000 to 100,000 tons of shipping for twenty years, 

‘and I have had boats in all ports of the world. You had five of them laid 

up last winter at Halifax for various purposes, and they are eating their heads 

of. Let us wipe that off and get clear of that obligation. Eight thousand and 

10,000 ton boats do perform a service for the trade of this country, and, to a 

certain extent, to the railway, but boats below 8,000 tons cannot and do not do 
any good to us at all. . 


Mr. McLean (Melfort): Would it be better to suggest that the manage- 
ment take under consideration the policy of getting rid of the least profitable 
boats in the service, with a view to retaining only those that are able to compete 
in an up-to-date manner? 


Mr. Jmenxins: If we operated the railways in the same way, we would cut 
off the whole eastern lines. 


Mr. Cantipy: You ‘cannot do that, as you have a contract with the 
Maritime Provinces. 


Mr. JENKINS: Our boats are feeding the railway system to a certain extent, 
and also developing trade, and I think it would be a great mistake to cut off 
.some of those smaller boats. 


Sin-Henry THorRNToN: I think Colonel Cantley means that we should 
review the Canadian Government Merchant Marine and see if we cannot formu- 
late some policy to bring in greater efficiency. That may mean the scrapping of 
some of the smaller boats; it may mean building some new boats, or it may mean 
one of several things, but we ought to review the Canadian Government Mer- 
chant Marine from the point of view of deciding what our policy would be with 
respect to the whole thing. 


Mr. JenxKins: We surely have confidence that the management are doing 
that now?. | : 


Mr. Cantey: Iam content to let it go on the understanding that the man- 
agement will take’up that question, and I hope they will deal with it before we 
are called again next year. 


Hon. Mr. Dunninc: There is just the report on the third paragraph on page 
2. The only thing that is required is just the question of turning it tail first. 

The CHairMaANn: The substance is the same. 

Mr. McLean (Melfort): That has been recorded in the report of this 
meeting. 

Mr. Cantey: There is just one point further with regard to the discussion 
that took place with the hon. member from Vancouver. I think there is 
something in his contention, and I think that members of the Board here are 
likely to accede to his point. I fancy when you present your accounts next year 
there will be a closer approximation. 


oc Sir Henry THornton: I still maintain that, in accordance with the read- 
ing of-the statute as I understand it, the reports this year have been presented 
as they should be. I am the last person in the world to refuse to look at a sug- 
“gestion, and if there is any way in which, on more mature thought, we can pre- 
serve the character of our accounts, and present a true picture, I am perfectly 
willing to do anything, provided, of course, that we do not sacrifice anything. It 
is something that would be exceedingly difficult to settle in an argument here in 
- this room this morning. You might talk for a couple of weeks on it and still not 
get anywhere. Somebody has got to sit down and get their head thinking about 
it a little. 
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Mr. Cantipy: When you prepare your next report, I think you will be ab 
to settle it, in the light of the discussion. | “Sa 
Sir Henry Tuornton: Rest assured that I am not giving away anything, © 
and I do not intend to. , ee a 
Hon. Mr. Dunninc: In that regard, the whole question comes down to. 
this: does this Committee approve of the separate voting by Parliament of that ae 
portion of the Eastern Lines’ deficit which is not caused by the 20 per cent rate 
reduction? That is really what it comes down to. If this Committee cared to 
make a recommendation that that portion of the deficit should not be voted, — 
then the whole question settles itself. It.is not a question of accounting, it is a — 
question of whether we are going to pay that to the railway or not. a 
Sir Henry TuHornton: I think Colonel Cantley has got the right end of 
the stick. If you will leave it alone, we will get the thing straightened out some ~ 
way. ie ae 
Mr. Jenuurr: Could these two reports be put in the one cover, and then a : 
sort of general recapitulation made? ; 
Sir Hunry Tuornton: We have always felt that the deficit on the so- 
called Eastern Lines was a considerable burden on the company, which ought to 
be dealt with in some different way from what it has been in the past. Ie 
Hon. Mr. Dunninc: You never did agree to accept the Hudson Bay line 
on the same basis? 3 7 aa 
Sir Henry Tuornton: No, and I would not.. I would fight to tle death 
against accepting it. e | me 
The CHamman: It is in order for somebody to move adoption of this 
report. 
Mr. Jenxins: I move the adoption. 


Mr. CantTLEY: I second it. 


\ 


Motion agreed to. Hes ws 7 
Lon. Mr. Dunnine: I think we should adjourn to the call of the Chair in 4 
case anything should arise that we cannot foresee now. my me) 


Witnesses retired. s F; 


The Committee adjourned. 
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ORDERS OF REFERENCE 


House or ComMons, 
Monpay, 15th April, 1929. 


Resolved,—That Standing Order 63 of the House of Commons, relating to 
appointment of the Select Standing Committees of the House, be amended by 
adding to the Select Standing Committees of the House for the present session, 
a Select Standing Committee on Railways and Shipping, owned, operated and 
controlled by the Government, to which¢will be referred the accounts and the 
estimates of the Canadian National Railways and the Canadian Government 
Merchant Marine for the present session, for consideration and for report to 


the House, provided, however, that nothing in this resolution shall be con- 


strued to curtail in any way the full right of discussion in Committee of Supply; 
and that the said Committee consist of Messrs. Bell (St. Antoine), Cantley, 
Chaplin, Duff, Dunning, Fiset, Geary, Gray, Hanson, Jelliff, Jenkins, McLean 
(Melfort), Milne, Power and’ Stevens. : 
Attest. | 
ARTHUR BEAUCHESNE, 
Clerk of the House. 


Monpay, 15th April, 1929. 
Ordered,—That the Estimates of the Canadian National Railways and the 


Canadian Government Merchant Marine, laid on the Table of the House on 
Thursday, 11th April, instant, be referred to the said Committee. 


Attest. 
ARTHUR BEAUCHESNE, 
Clerk of the House. 


s 7 Wepnespay, 17th April, 1929. 


Ordered —That 500 Copies of the proceedings and evidence of the said 
Committee be printed for the use of the Committee and of the House, and that 
Standing Order 64 be suspended in relation thereto. 


Attest. 


ARTHUR BEAUCHESNE, 
Clerk of the House. 


os WEDNESDAY, 17th April, 1929. 
Ordered,—That the said Committee be given leave to sit while the House 


is sitting. 


- Attest. 
| ARTHUR BEAUCHESNE, 


i Clerk of the House. 
 83700—14 


REPORTS OF THE COMMITTEE 
First Report | 
Wepnespay, 17th April, 1929. 


The Select Standing Committee on Railways and Shipping, owned, oper- 
ated and controlled by the Government beg leave to present the following as 


their First Report. 


Your Committee recommend that 500 copies of their proceedings and evi- 
dence be printed for the use of the Committee and of the House, and that 
Standing Order 64 be suspended in relation thereto. 


All of which is respectfully submitted. 
EUGENE FISET, 


Chairman. — 
(Concurred in by the House, same day). 


SECOND REPORT 


WepNEspAY, 17th April, 1929. 


The Select. Standing Committee on Railways and Shipping, owned, oper- 
ated and controlled by the Government beg leave to present the following as their 


Second Report. 
Your Committee recommend that they be given leave to sit while the House 
is sitting. | 
All of which is respectfully submitted. 
EUGENE FISET, ; 
Chairman. — 
(Concurred in by the House, same day). | 


MINUTES OF PROCEEDINGS 


Room 375, Housr or Commons, 
Wepnespay, 17th April, 1929. 


The Select Standing Committee on Railways and Shipping, owned, oper- 
ated and controlled by the Government met at 11 a.m. 


Members present: Messrs. Cantley, Chaplin, Dunning, Fiset (Sir Eugene), 
Geary, Gray, Hanson, Jelliff, Jenkins, McLean (Melfort), Milne, Stevens. 


In attendance: Sir Henry W. Thornton, President, Canadian National 
Railways, with members of his staff. 


Mr. R. A. C. Henry, Deputy Minister, and Major Anderson, of the Depart- 
ment of Railways and Canals. 


On motion of Mr. Dunning,— 
Resolved—tThat Sir Eugene Fiset be Chairman of the Committee. 


Sir Eugene Fiset took the Chair. He thanked the Committee for the 
honour accorded him, and expressed regret at the death of the former Chair- 
man, Mr. Goodison. Regret was likewise voiced by Messrs. Dunning, Gray 
and Stevens, and by Sir Henry Thornton. 


On motion of Mr. McLean (Melfort) — 
Resolved—That permission of the House be asked to have 500 copies 


of the Committee’s proceedings and evidence printed for the use of the Com- 
mittee and of the House of Commons. 


On motion of Mr. McLean (Melfort) — 


Resolved,—That the Committee ask permission of the House to sit while 
the House is sitting. 


Copies of 
(1) Annual Report of the: Canadian National Railway System for 
the year ended December 31, 1928; 
. (2) Canadian National Railways System Analysis. of 1928 Oper- 


ating Expenses as Compared with 1927, were distributed to the 
members of the Committee present. 


ANNUAL REPORT OF CANADIAN NATIONAL RAILWAY SYSTEM 


The following items, appearing on pages 5, 6, 7, 8 and 9, were called’ for 
consideration, viz-: Gross Earnings. Operating Expenses. Maintenance of 
Way and Structures. Maintenance of Equipment. Transportation. Better- 
ments... Flin Flon Line. Hudson Bay Railway. Hotels. Wages and Labour. 
Montreal Terminals. Alberta Railways. Finance. ‘Traffic. Telegraphs. 
Insurance. Colonization. 

With respect to the item; Hudson Bay Railway, Mr. Dunning agreed to sub- 
mit a statement to the Committee at a later date. 


At 1 p.m. the Committee adjourned until to-morrow, Thursday, 18th April 
at 11 a.m. 


JOHN Sly DUN: 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


Room 375, House or Commons, 
Wepnespay, April 17, 1929. 


The Select Special Committee on Railways and Shipping met at 11 a.m. 


The CherkK oF THE ComMiTTEE: Gentlemen, the meeting will please come 
to order. The first item of business is the selection of a chairman to replace 
the late Mr. Goodison. Nominations are in order. 


Hon. Mr. Dunnine: Mr. Secretary, I think it would probably be the desire 
of the committee to place on the record the fact that every member here feels 
very keenly at this moment the loss of our former Chairman, Mr. Goodison, 
the member for West Lambton. His death is the reason for our requiring to 
elect a new chairman at this time. No one feels the loss of Mr. Goodison as 
a fellow member of this committee and its chairman more keenly than I do. 
I know his services were appreciated by all the members of the committee, 
and by the president and the staff of the railways as well. It is now necessary 
to nominate a new chairman, and I have pleasure in nominating Sir Eugene 
Fiset to act as chairman of this committee. 


(Carried). 
(Sir Eugene Fiset having taken the Chair). 


Sir Henry Tuornton: I would like to have the privilege of the committee 
in placing on record the loss which we of the railway company feel in the 
unhappy death of Mr. Goodison. The officers of the railway and myself are 
fully in accord with everything the Minister (Hon. Mr. Dunning) has said. I 
would like to add that we in our dealings with this committee found him always 
- fair and efficient, and we deeply regret his loss. ~ 


Mr. Gray: Mr. Chairman, before proceeding with the artes of business, 
may I say that it is with mingled feelings that I take my seat on this com- 
mittee. I appreciate the high honour conferred upon me in being selected to 
take Mr. Goodison’s place, in a very humble way, on this very important com- 
mittee. May I thank the Honourable Minister of Railways (Hon. Mr. Dun- 
ning) and the President of the Canadian National Railways (Sir Henry Thorn- 
ton) for the very kind words they have spoken in respect of Mr. Goodison. 
I feel his loss very very keenly and from what you gentlemen have already 
said, and the expressions I have heard in the corridors of this building, I know 
he is missed in this House very much indeed. I thank you and the committee 
for what you have said to-day. 


The CuatrMan: Honourable Mr. Duaning, Sir Henry Thornton, and 
gentlemen of the committee: I must confess that it is with fear and trembling 
that I dare to accept the high honour of the chairmanship of this committee, 
more especially so when I remember that I am replacing, as chairman of this 
committee, one of the most popular members of the House of Commons, whose 
sad death we all regret. While not long in the House Mr. Goodison was rapidly 
becoming one of its most distinguished members and his sterling personal quali- 
ties, his character and his genial personality made him an ideal chairman for 
such an important committee as this. I am quite sure that I am but voicing 
the wish of the members of this committee, as my first official act, in suggesting 
that a resolution of condolence Speers our deep regret and sympathy be sent 
to his Hoe and family. 

[Sir Henry W. Thornton.] 
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wer 

Hon. Mr. Stevens: I can assure you, Mr. Chairman and gentlemen, that 
no one feels more deeply than I the loss of my old friend Mr. Goodison, whom 
I counted as one of my personal friends, as well as an associate on this com- 
mittee. I hesitate greatly in intervening with any suggestion in regard to the 
Chairman’s proposition. Normally I would be heartily in accord with it, but 
inasmuch as his regrettable death occurred some two or three months ago, and 
as the House of Commons has already passed a resolution of condolence, may 
our action not reopen an old sore and bring forcibly to mind again in the great 
loss which his family have sustained. I appreciate fully the gracious spirit.in 
which our chairman’s words were utttered, and I would earnestly suggest that 
if such an action as proposed is taken, it be taken in the most delicate way. 

Hon. Mr. Dunnine: May I also at this time express what I feel to be 
the sentiment of every member of this committee in placing on record our deep 
regret at the passing of my late associate, Major Graham Bell, the former Deputy 
Minister of the Department at present under my jurisdiction. Major Bell was 
a faithful attendant at the meetings of this committee, his relations with the 


Naional Railways were friendly in the extreme and in, addition to the personal — 


loss which I feel at his passing, I miss very greatly his wise counsel and assist- 
ance in carrying on the work of the Department. | 

Mr. Henry: May I be permitted to express my full accord with the remarks 
of the Minister (Hon. Mr. Dunning). I feel a great personal loss in the passing 
of Major Bell. While connected with the National Railway my relations with 
him were always pleasant and he was of great assistance to us in the problems 


we placed before the department. The high standard which he established in ’ 


his work convinced me that it will require all of my efforts to even approximate, 
although the work is made easier by the manner in which he left the affairs of 
his department. I am glad to acknowledge the kindly assistance and advice 
which is being given to me by the Minister (Hon. Mr. Dunning), in endeavour- 
ing to carry on the work of my late friend, whose passing I so much regret, 
Major Graham Bell. : 

The CuarrMAN: Generally at our first meeting we move to ask the House 


for the necessary authority to print the proceedings of this committee and also 


for leave to sit while the House is in session. Will one of the members make 
those motions? 

Mr. McLran (Melfort): Iso move, Mr. Chairman. 

Mr. Geary: I am quite agreeable, if we find it necessary to sit while the 
House is in session. 

Hon. Mr. DuNNING: We rarely have, in fact, used the privilege, but we 
ask for it in case we find it necessary. 

The Cuatrman: Gentlemen, in the past at our first meeting it has been 
the practice to ask Sir Henry Thornton to give us a general statement, and it 
is my pleasure now to call upon him to give us such statement. 

_ Sir Henry THornton: Mr. Chairman and gentlemen of the committee: 
It is a pleasure to greet you all again. The annual meeting of the officers of the 
railway with this committee has come to be interesting, useful, and indeed 
pleasurable. 


With respect to the operations of the last year I would first like to call 
your attention to the fact that the annual report is published for the year 1928, — 


and meets some of the criticism expressed -at the meetings of the committee last 

year, with respect to the way in which the Eastern Lines Account and the System 

Accounts were shown. The report this year shows, first, the main report which 

represents the Canadian National Railway System excluding the Eastern Lines; 

at the back of that report will be found the financial performance of the Eastern 

Lines themselves, as an integral unit, and following that will be found the 
[Sir Henry W. Thornton.] 
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financial performance of the system ag a whole including the Eastern Lines, 
so that the members of the committee have first, the railways as a whole, 
excluding the Eastern Lines, and then the consolidation of the two. 

Mr. Geary: The white pages show the Canadian National Railway, includ- 
ing the Eastern Lines? 

- Sir Henry Tuornton: No. 

Mr. Geary: I thought not, but I understood that was what you said. 

Sir Henry THorntTonN: The white pages represent the Canadian National 
Railways excluding the Eastern Lines; immediately following that you will find 
printed on yellow sheets, the Eastern Lines, with the financial performance 
with respect to that part of the system, and following that printed on blue 
sheets will be found the combined Income statement. Does that make it clear, 
Mr. Geary ?- 

Mr. Grary: I understood that, but I thought you said in your last remark— 

Sir Henry THornton: I may have made a slip of the tongue. 

Mr. Hanson: Sir Henry (Thornton), I am a new member of this committee 
and for my personal information I would like to know why this system has been 
followed in the past. The Eastern Lines are an integral part of the National 
system, as much as the Central Lines and the Western Lines, but because they 
end nowhere—at Levis—we in the maritime provinces feel that this system of 
accounting is not quite fair to that community. I have discussed that with some 
of your officers and they agree with me, and it is a rather sore spot with the 
maritime provinces. But for the moment I am simply asking for information. 

Sir Henry THornton: We felt last year in preparing the report that since 
certain reductions had been made in certain rates which seriously affected the 
financial performance of the railway and that the deficit caused thereby was to 
be made up by governmental contribution, in order not to distort or give an 
opportunity for incorrect deductions to be drawn, we were quite justified in 
showing the performance of the railway system as a whole, but excluding the 
Eastern Lines. At the meeting of the committee last year Mr. Stevens brought 
that question up and it was discussed at much length. After the debate in the 
committee and having regard particularly for the reasons advanced by Mr. 
Stevens, we of the Railway came to the conclusion that he was justified and 
right in making that criticism, and that we would show the figures this year 
three ways, the railway excluding the Eastern Lines, the Eastern Lines, and the 
two combined. Those are the only three ways we can show it. If you can 
. show us a fourth we will be willing to do it. 

Mr. Hanson: That is a complete answer to my question. It was only 
information I was after. — 

‘Sir Henry Tuornton: The report for the year which has just passed 
represents by far the most satisfactory year which the system has experienced, 
both from a financial and an operating point of view. The figures speak more 
eloquently than any words of mine. It may perhaps be of interest to you to 
know that last year out of every dollar, there was available for interest 17.64 
cents. As a matter of interesting comparison, consider the class 1 railways of 
the United States, which represent the larger railway systems in that country. 
The total amount available for interest was 15.21 cents. The comparison which 
I have given to you compares the Canadian National Railway in 1928 with 
_ the class 1 railways in the United States for 1927. We were obliged to use 1927, 
because the statistics for the American railways for 1928 are not available, but 
1927 was an extremely prosperous year in the United States; the railways did 
extremely well, and there is no injustice to either side in drawing a comparison 
between the two years. 

) I think from a national point of view—and by that I do not mean the 
Canadian National point of view—that it ought to be of some satisfaction to 
Sh ii {Sir Henry W. Thornton.] 
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know that the system of the Canadian National Railway earned more available 
for interest than the class 1, or better class, railways, within the dJnited States, 
having regard to the fact that a good part of our mileage is ‘still in a develop- 
ment stage; that is to say, traffic has not yet caught up with the mileage we 
have built to open the country. J think from a Canadian pcint of view the 
comparison is a good one. : 

Gentlemen, we have prepared an analysis of the 1928 operating expenses as 
compared with 1927. This is the same character of analysis as was prepared 
last year. It is intended to put on paper the particular points with respect to 
which questions might arise, and with the approval of the committee I would 
like to distribute copies of that to each member. It is a difficult thing to follow 
if-read, because there are a great many figures and statements involved, but it 
may be well used, as I think was the case last year, as the basis for discussion. 
Is it the pleasure of the committee, Mr. Chairman, that these copies should be 
distributed ? 7 

The CHairMAN: Certainly, Sir- Henry. 

Hon. Mr. Stevens: Will that be an analysis of the statement on page 21? 


Sir Henry THorNTON: It is an analysis of the expenses. Let us see what 
page 21 says. (Referring to page 21). No, it is an analysis of all the expenses. 
Page 21 is merely the railway operating expenses. What I meant when I said, 
“Operating expenses”, was maintenance of way, maintenance of equipment, 
transportation, and the general traffic expenses. 


Mr. Hanson: ‘There is no question ‘but that the country is quite dchmntes 
with the figures which your statement reflects. There is, however, one point 
about which I ain a little uncertain. Is that statement the result of increased — 
- tonnage on your own lines, due to the increased tonnage and passenger traffic 
in the country as a whole, or is it at the expense of the other Canadian national 
railway? 

Sir Henry THornton: I am very glad that you asked that question, 
because it is frequently said—but inaccurately,—that the Canadian National 
Railway is taking traffic from the other great Canadian railway, the Canadian 
Pacific. That statement is not correct... Naturally both railways strive to 
secure all of the traffic they can one from the other. That is a good thing in 
the interest of the country, and in the interest of the public, but if you will 
examine the net returns of the Canadian Pacific Railway since the Canadian 
National Railway came into existence as an entity, you will find that the net 
returns of that company, have progressively and largely increased. For example, 
last year the net returns of the Canadian Pacific Railway exceeded. any year, 
excepting two of the war years, which were, of course, quite unusual years. Am 
I right in that, Mr. Thompson? 

Mr. THompson: Yes, they reached a record last year. 

Sir Henry Tuorntron: Was that more than any other year? 

Mr. THompson: Yes, more than any other year. 

Sir Henry Tuornton: Therefore, I should say, if I were a Canadian 
Pacific officer, that the Canadian National Railway was a great asset to the 
Canadian Pacific. JI would likewise say, as a Candian National officer, that I 
regard them as an asset to us. 


Mr. Cantiey: Then suppose you improve your position in Nova Seotia 
by bringing them down there. 


Sir Henry THornToN: We have not yet become a Christmas tree. 
Mr. Hanson: That remark is slightly ambiguous. You can take three or 
four different meanings out of that. 


Sir Henry THorNtToN: That is the only safe statement to make. 
[Sir Henry W. Thornton.] st 
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Mr. Geary: I suppose you would like a few gifts off the Christmas tree? 

Sir Henry THornton: Blessed is he who receives, as well as he who gives. 
I think as far as relations between the two companies are concerned it is a good | 
arrangement and is working satisfactorily. We have our little “dust-offs” from 
time to time, but they are rather amusing and generally enjoyable. 

Now, with respect to this statement which has now been distributed, is it 
the wish of the committee, Mr. Chairman, that we should take that item by item, 
or do you prefer to go through the items of the annual report? I think you will 
find everything here that is in the report. This analysis was designed to help the 
members of the committee in their criticism and comment. 

Hon. Mr, Dunning: With regard to that point: It will be remembered that 
last year we went through the analysis first, and the analysis became then a part 

,of the printed record so that it was more easy of access to the members of the 
House generally. Then, following that, having gone through the analysis, we 
found the work of going through the accounts themselves very much simplified. 
personally I think that course was satisfactory to all of us, inasmuch as it made 
the analysis itself a part of the permanent record and available to the members 
of the House-generally. I have no particular reason other than the convenience 
of the committee for proposing that-we follow that course. 

Hon. Mr. Stevens: I would like to make one suggestion and I do not make 
it in any dogmatic attitude, but would it not be well first to run through Sir 
Henry Thornton’s report to the Minister, (Hon. Mr. Dunning) then the presi- 
dent’s report, and then go into the details? What I am a little afraid of 1s 
that we will get into the details which are exceedingly complicated and yet away 
from one or two of the main points upon which, personally, I would like to get 
a little explanation from Sir Henry. 

‘The Cuatrman:. I think it will be much better to let Sir Henry complete his 
statement and then ask questions of him afterwards. 

Sir Henry THornton: As a matter of fact, Mr. Chairman, my statement _ 
really consists of the few words I have said, plus this analysis. 


Hon. Mr. Dunnine: The analysis is really your statement? 
Sir Henry THornton: Yes. 


The Cuamman: Is it the pleasure of the committee that we should proceed 
first with an examination of the analysis? 


Mr. Geary: Mr. Chairman, it strikes me that the report contains both 
sides of the ledger, the revenue and the expenses, and the different main items 
with which Sir Henry is dealing, but only one of those subdivisions is covered 
_ by this analysis. 

. Sir Henry THornton: ‘This is only intended to cover what we call 
“Operating expenses’. 

' Mr. Geary: I think if we had a general view of this thing first and then 
go into the items of operating expenses, we would be better off. 


Hon. Mr. Dunnitne: Probably that would be covered by Mr. Stevens’ 
suggestion, if first we would have the report of the president (Sir Henry Thorn- 
ton) to the Minister, (Hon. Mr. Dunning). Previously we have found the 
- analysis much more intelligible than by going over every page of the report 

without it. 


Hon. Mr/ Stevens: I quite agree with the J Minister (Hon. Mr. Dunning), 


but I would like to ask a few questions on this report, which I can do forthwith 


if it is the desire of the committee. 


Hon. Mr. Dunnine: On the report of the Minister? 
8 [Sir Henry W. Thornton.] 
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Hon. Mr. Stevens: Yes. I will not ask Sir Henry Thornton to road +n 
long statement, and I am not suggesting it should be read. 


Sir Henry Tuornton: I think the report has been before the menibe k 
for a long time. I am willing to have it read, but perhaps the best way to do 
would be to take the headings of the paragraphs, and at the proper time to 
touch upon any point which any member of the committee wishes to bring up. 


Hon. Mr. Stevens: ‘There are three or four points I want to ask some i 
questions about. | eats: 
Sir Henry TuHornton: Shall I begin, Mr. Chairman? “Gross Earnings”— 
Hon. Mr. Srevens: I notice under that heading the following: 
The great volume of traffic was to a large extent. due to the heavy 
Western crops of the last two years; and to bad weather conditions and 
a late harvest in 1927 which left a large carry over of that year’s crop 4 
for 1928; also to the good weather bande ene of last fall and an early 
harvest which enabled an unusually large proportion of the 1928 crop to 
be carried to terminal elevators in that year. 


That would indicate a substantial increase in the earnings from freight, which is 
reflected in the earnings statement, was due to the abnormal conditions, and 
I am asking this question, in the light of our provisions for the coming year, 
if you anticipate a falling off during 1929? 

Sir Henry Tuornron: Mr. Stevens, there is nothing so uncertain to 
estimate as to what the annual crop each year will be. We have to look at 
it over a longer period cf. time than simply one year. We do find that, taken 
over a period of years, the annual crop production of Canada has materially 
increased. We feel quite confident that that increase will continue progressively 
for the next—I do not know how many years; several decades. Last year we 
had an exceptionally large crop due to favourable weather conditions. What 
the crop will be this year I do not know. I do not think anyone can say. It 
will depend a great deal on how much rainfall we get in June and July. - 


Hon. Mr. Dunntne: There is one point upon which a comparison can 
be made, and that is the relative carry-over. 


Sir Henry THorNToN: I was coming to that. There is a relative carry- 
over, and that increases each year as the crop increases. Now, I do not know 
whether this has any bearing upon it or not: I am-inclined to think it has, but 
as I think I mentioned last year in investigating the water levels of the Great 
Lakes, the investigators have found that those levels rise and fall in cycles 

of about sixty years. You will have a cycle of low water and then.move 
into a cycle of high water, and from peak to peak and depression to depression 
is about sixty years. The waters of the Great Lakes can only come frdm one 
source, as I see it, and that is from the rainfall. Therefore, it would seem 
reasonable to assume that the rainfall may vary in some such cycle. 

Mr. Cantiey: And snowfall as well? 

Sir Henry THorNtToN: What I really mean is precipitation, both rain 
and snow. We might argue from that—and some evidence advances the theory 
—that inasmuch as we are now coming into a wet eycle— 

Hon. Mr. CHAPLIn: We have only this record for a certain time. 

Sir Henry THorRNTON: I am only telling you what the investigators have 
developed. Whther it is true or not, I don’t know, but it looks as if there 
were something in it. It looks as if we were now in what might be described 
as a wet cycle, and that will mean a protracted period of abundant crops on 
the prairies, and in the basin tributary to the Great Lakes. ‘This is merely 
presented for what it may be worth. ‘We do find, however, that our crops un- 
questionably vary, as you know, with the Weather conditions, and in answer to 

[Sir Henry W. Thornton.] 
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your question, Mr. Stevens, I would say that we anticipate the results of past 
years will support the supposition that our grain production in Canada will 
annually and materially increase. There may be some years when it may be 
a little better than others, or a little worse, depending on weather conditions, 
-but taking over a period of vears I think there will be found to be a progressive 
increase in Canadian grain production and also the constant breaking of new 
acreage will have an effect, because each year there is a certain amount of 
new acreage coming under cultivation. 

Mr. Hanson: ‘That is the hope of the railways, and I think of the country. 

Sir Henry TuHornton: I think you can put it down as more than a hope; 
I think you can take it as a certainty. 

Hon. Mr. Stevens: What portion of the revenue was from the wheat crop? 

Sir Henry THornton: I will ask Mr. Fairweather to look that up. 

Mr. FAIRWEATHER: We cannot answer that, right off the bat; we can make 
an estimate of it. | 

Hon. Mr. Stevens: Turn to page 32 and you will find the tonnage, pro- 
ducts of agriculture, in round figures, $14,000,000; products of animals, 
$1,450,000; products of the mines, $21,000,000; and products of the forest, 

$10,000,000, manufactured articles, $18,000,000, and so forth. 
: Sir Henry THornton: Is your question as to the percentage of gross 
freight earnings of the Canadian National Railway which may be, charged to 
products of the soil? | 

Hon. Mr. Stevens: Yes, in the light of this statement that the great bulk 
of the traffic was due to the heavy western crops. 

Sir Henry THorNTON: Do you want it in tons or revenue? 

Hon. Mr. Stevens: In revenue. 

Sir Henry THornton: Let me understand that question. You want in 
money the gross revenue which accrued to the company through the movement of 
products of the soil, or do you want it limited to wheat? 

Hon. Mr. Stevens: No, I simply want an elucidation of that item. 

Sir Henry THornton: Products of the soil? 

Hon. Mr. Stevens: Yes. 7 

Sir Henry TuHorntron: All right, we will have that looked up. 

Hon. Mr. Stevens: Really, Sir Henry (Thornton) I did not expect to put 
you to any trouble— 

‘Sir Henry THORNTON: We are here to provide you with what you want. 

Hon. Mr. Stevens: I see on pages 32 and 33 an analysis of tonnage, and 
I thought it would be a simple matter to interpret that in dollars. I suppose 
I can answer my own question, if I took the tonnage—less than twenty-five per 
cent. 

Sir Henry Tuornton: The products of agriculture represent about 22.41 

per cent of the total tonnage. 

Hon. Mr. Stevens: How is that reflected in revenue? 

Sir Henry TuHornton: That is a little difficult to say, because there are 
all kinds of products of agriculture in that at different rates. 

Hon. Mr. Stevens: The main portion is wheat? 

Hon. Mr. Cuariain: The percentage of earnings runs very much the same 
as the percentage of commodities? . 

Sir Henry Tuornton: No, you cannot say that with certainty. For 
instance, the production of manufacturers would run very much higher per 


unit. 
[Sir Henry W. Thornton.] 
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Hon. Mr. Dunnine: A partial answer is contained in the analysis? Oh, 
I see, it is in your broad analysis. x 

Sir Henry THorNTOoN: This may throw some light upon your questa 
“Phe western region shows an increase in grain amounting to $9, 000 907; over 
$4 000,000 of this amount is on the grain carried over from the previous year. : 

Hon. Mr. Srevens: What is the total amount of grain? 

Sir Henry’ THORNTON: From the western region alone $9,000,907. cee 

Hon. Mr. Srevens: What is the total? Sy 

Sir Henry THORNTON: We wili have to get that. Fer 

Hon. Mr. Dunning: Grain moves in many directions. 


Hon. Mr. Srevens: I am at a loss to know why the oS should be so s 


embarrassing. 
Sir Henry Tuorntron: You asked us to tell you in dollars what tee 
revenue is from a certain tonnage of grain. That takes all kinds of rates and 


grain moved to all sorts of places, and it is an extremely complicated and 


difficult think to work out. 

Hon. Mr. Srevens: Would it be a fair statement to say that in tonnage — 
the amount carried of agricultural products, nates grain, 1s about 22 per ek 
of the total? 

Sir Henry Tuornton: That is right. | 

Hon. Mr. Stevens: Then in view of the fact that the Fie spinels 
run into eighteen million tons, and carry relatively a much higher rate than the 
agricultural products, particularly wheat, is it correct to say that the ratio of 
revenue from agricultural products would be somewhat less than twenty-two 
per cent of the whole? oe 

Sir Henry Tuornron: Another thing you have to consider in that con- 
nection is that the average haul on manufactured articles is very much less than | 
the average haul on the wheat, and that is an important factor, because the 
most remunerative traffic is the long haul traffic, although that depends in turn 
upon the rates. . 

Hon. Mr. Stevens: The manufactured articles tonnage is very large too? 

Mr. Geary: Yes, but it does not reflect anything until, you get your car 
miles. . 

Mr. Hanson: The haul of wood ae is fairly large? q 

Sir Henry Tuornton: Yes. The movement of a ton of pulp to Chieate 
would be very remunerative traffic, much more per unit than the movement of 
x-bushels of wheat. cs Lt. 

The CHarrMAN: Do you require ‘that ae ES. to be prepared” ‘for the — 
next meeting, Mr. Stevens? 

Mr. Hanson: They will give us the statement. 

Sir Henry Tuornton: Let me again try to find out what you want. You 
want the revenue accruing from products of the soil? We can make an 
estimate of it, Mr. Stevens. iS #8 

Hon. Mr. Stevens: Yes, to interpret that statement. . 

Sir Henry THornron: We can make an estimate. It will not be accurate, 
but it will be sufficiently accurate for your purpose. Nobody can get it any — 
closer. . 

Mr. Hanson: On pages 32 and 33 of your statement there is a comparative — 
statement of fevenue tonnage by commodities, and it is divided into five head- 
ings. Perhaps we could have an approximation in dollars and cents, of what 


the revenues were in money from those particular five headings? 
[Sir Henry W. Thornton.] 
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Sir Henry THornton: We cannot get it. We can make a stab at the pro- 
_ ducts of agriculture, but the other would be an extremely large order. 

Mr. Hanson: All right. 
~ Mr, Geary: The Minister (Hon. Mr. Dunning) was dealing with the ques- 
tion of carry overs of grain. Have you got that ready for 1926, 1927, and 1928? 

Hon. Mr. DunniNnG: There is an approximation, yes; four million dollars of 
the increase was accounted for by the previous crop. 

Sir Henry THornton: The total increase in grain revenue. in the western 
region—and I am speaking only of that—was roughly $10,000,000. Of that 
increase $4,000,000 was accounted for by the carry over from the previous year. 

Mr. Grary: The 1927 crop? 

Sir Henry THorRNTON: Yes. 

Mr. Geary: Have you got the 1926 carry over? 

Sir Henry THornton: — We have not that here. , 

Hon, Mr. Dunning: The question which produced that is the relationship 
of the present.carry over from 1928 to 1929, and is the one to which Sir Henry 
(Thornton) is now referring. My impression is it is about as much, if not more. 

Mr. Hanson: I understood him to say that the carry over was more or less 
constant in relation to the gross crop? 

Sir Henry THornton: No; I cannot say that. A late year always brings 
in a carry over. 

Mr. Geary: May I follow that for a moment. Mr, Dunning may know 
better than Sir Henry about that. The statement was made that the carry over 
depends on the size of the crop. Is that accurate? 

_ Hon. Mr. Dunntne: No, itis not. The only factor is that a late crop might 
have a larger carry over than an early crop. 

Mr. Geary: How many bushels of grain were left in the elevators last 
August? Q ; 

Hon. Mr. Dunnine: I cannot answer that. 

Mr, Geary: It had to be shipped out quickly to give room for the incoming 
crop? 

Hon. Mr. Dunnine: The progress of marketing does affect it in some 
years, but only rarely. Usually the terminals are in shape to receive the new 
crop. Very seldom is the carry over a blocking factor. 

Mr, Geary: Would that be because the carry over in August is sacrificed 
in order. to make room? 2 a 

Mr. Hanson: No, not necessarily. : 

Hon. Mr. Dunnine: Only rarely; most of it is sold for future delivery long 
in advance. o } 

Mr. McLean (Melfort): I think the press this morning reported there was 
More grain in store now than last year; the carry overs are bigger than last 
year. 7 

‘Sir Henry THornton: There are a great many different elements which 
enter into a grain movement, and among the difficulties in estimating the value 
of the movement are unexpected factors which vary from year to year, 

Hon. Mr. Dunning: There is very little difference between us, Mr. Geary. 
When I referred to the carry over in the first place I referred to it from the rail- 
way point of view as from January Ist to January Ist. I was not referring to 
the crop carry over which occurs during the middle of the railway year, 

g . [Sir Henry W. Thornton.] 
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Mr. Geary: Was that due to the pressure of the railway not being able tc 
move the crop? : 3 

Hon. Mr. Dunnine: No, it arose from several conditions. If there is a 
heavy crop, then the physical capacity of both railways os taxed to the utmost 
to get it down to the head of the Lakes before the close of navigation. The 
tendency after the close of navigation on the Lakes is for it to pile up in the 
terminals placed at the head of the Lakes and move no farther. There is a 
certain amount goes forward to Halifax and St. John, and there is a constant 
movement westward to the Pacific; but from the railway point of view there is 
a tendency for some corporations to store their grain in their own country 
elevators as far as possible, because under circumstances which prevail in most 
years it is a cheaper form of storage than at the head of the lakes or elsewhere. 
Consequently, the carry over to which I refer is a carry over still in the farmers’ 
hands or in the country elevators on the first day of January in any year. May 
I ask, Sir Henry, are you not of the opinion from the reports that the carry 
over on the Ist of January, 1929, was approximately equal, if not greater, than 
the carry over from the point of view which you had on the Ist of January, 1928? 

Sir Henry THornton: I would say it was rather greater, without looking 
up the statistics. 

Hon. Mr. Dunnine: That has an important bearing on Mr. Stevens’ ques- 
tion. Probably the carry over could be estimated. 

Sir Henry THorntTon: We can find that out, if you would like to have it. 
Now, “Operating Expenses.” 

Mr. Grary: Were there any adjustments of freight rates in 1928 which 
accounted for an increase or decrease in the gross earnings? 

Sir Henry THornton: General order 488 effective September 12th, 1997, 
which reduced the grain rates in western Canada to Port Arthur and F ort 
William to C. P. R. main line basis, and grain rates to Vancouver and Prince 
Rupert for export, were reduced to the lakehead basis. These reductions reduced 
our revenues by $780,000 for the period January Ist, 1928 to September 11th, 
1928. After September 11th, both years, the rates were the same. In the same 
way there was a reduction on rates on grain from lakehead to Quebec, and on 
the traffic which moved over this route in February and March, 1928 there was 
a reduction of $64,000. This is the first time the railway has to any extent 
moved grain over the northern route via Cochrane. . The rate from Fort William 
to Quebec was reduced from 343 cents to eighteen point three four cents per 
hundred pounds, while the rate ie Halifax remained at 354 cents per hundred 
pounds. There were also reductions in distributing rates effective September 
12th, 1927, which resulted in a loss of $64,000 for the period January 1st to 
September 12th, after which date the rates were the same in both years. 

The reduction of our revenue due to decreased ee rates was oe 000. 

Mr. Geary: None of it was reflected— 

Sir Henry Tuornton: Before you compare 1928 with 1927 rate reductions, 
subtract from our gross in 1928 $908,000. Does that answer your question? 

Mr. Grary: Yes, thank you. We will take the expenses later on. 

Mr. McLean (Melfort): Are there any increases to balance that? 

Sir Henry THorRNTON: No. 

Mr. Guary: What is your miscellaneous item in revenue? : 

Sir Henry THornton: I do not know just to what you are referring. Those 
represent the International Bridge Company tolls, the Victoria Jubilee ate 
tolls, fuel stations, wharf dockage, labour and handling. 

Mr. Geary: No investments? 

[Sir Henry W. Thornton.] 
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Sir Henry THorntTon: That is only expenses you are reading; that is not 
revenue. The revenue from the International Bridge Company was $350,000; 
from the Victoria Bridge, $448,000. Those are the two particular items. 

Hon. Mr. Stevens: You have an item of $16,000,000 in that miscellaneous. 

Sir Henry THornton: I am only explaining the increase. Mr. Geary 
asked what we represented by miscellaneous earnings. That appears on page 18 
of the report. That represents everything excepting accounts 101, 102, 106 and 
107. “ 

Hon. Mr. Dunnine: It includes telegraphs and dining cars and all that 
kind of thing. There are only five items on the first page, and miscellaneous 
represents the summarizing of most of them. 

Mr. Geary: Your account numbers are the Dominion Bureau of Statistics, 
or are they the Interstate Commerce Commission’s numbers? 

Sir Henry THornton: We use the Interstate Commerce Commission’s num- 
bers. They are the same in Canada. 

Mr. Grary: Practically the same classification. : 

‘Sir Henry THornton: Exactly the same classification. We will now go on 
to quote Maintenance of Way and Structures, Maintenance of Equipment, 
Transportation and Betterments 

Mr. Hanson: Before we leave these headings “Maintenance of Way and 
Structures” and “Maintenance of Equipment”: Is the increase there the standard 
increase for the year, having regard to your mileage, or what is it based upon? 

‘Sir Henry Tuornton: You are speaking of Maintenance of Way and 
Structures? Ae 

Mr. Hanson: There is a standard and an obligation every year to keep 
up to a certain standard—sometimes that is deferred? 

‘Sir Henry Tuornton: There is no obligation. It is the part of good 
judgment and good business to maintain the railway at the standard which 
the character of the traffic requires, and from year to year to improve that 
standard as the traffic demands. 

Mr. Hanson: Raise up the standard? 

Sir Henry THornton: Yes. 

Mr. Hanson: I suppose -you know there is a certain amount of criticism 
in the maritime provinces in regard to maintenance of way? 

_ Sir Henry THornton: I have not heard of it. 

Mr. Hanson: You have not travelled over your branch lines down there? 

Sir Henry THoRNTON: Oh yes I have. 

Mr. Hanson: You have probably not travelled over the bumps. 

Sir Henry THorRNToN: Bumps are not unusual in the maritimes. © 

Mr. Hanson: There is a saying that the railway is not being kept up. 

. Sir Henry THorntTon: As a matter of fact the standard of the main lines 
in the maritime provinces has been very materially improved in the last six 
years. 3 | 
Mr. Hanson: I think some of the criticism is due to the fact that you 
are using heavier equipment, weet 

_Sir Henry TuHornton: We have materially improved the standard of the 
main lines. Now, with respect to branch lines, that is a matter of judgment. 
It is obviously foolish to maintain a branch line over which there is a light and 
probably infrequent traffic at the same standard as the main line. That is one 


of the things in respect of which we are paid to use our judgment, 
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Mr. Geary: I suggest these questions might be more readily taken up when 
dealing with expenditures. Is any of that deferred, or just the current expendi- 
tures? \ ae 
Sir Henry THorNton: There is nothing deferred. It is all current. What 
usually happens on every railway is if you happen to get a good year you é 
naturally take advantage of that year and spend as much as you think your 
purse will permit, but if you get a bad year, you economize. That is done in 
every business. : reed 

Mr. Hanson: That is an absolutely true statement. That is ordinary — 
common sense. He 

Hon. Mr. Dunnine: As a matter of fact, if you are hauling more freight 
over the road and getting more out of it, you have to spend more in order to 
be able to do it. Mae 

Mr. Grary: The road is never cramped then as long as it, can reasonably 
maintain its way? 

Sir Henry THornton: When the consolidated management took hold of 
the railway we found that the maintenance of certain parts of the main line, 
not only in the maritimes but in the west and everywhere, was ‘below the - 
standard I thought it ought to be, and we have year by year extended ourselves 
financially to try to catch that up. For instance, if you take the road from 
Lucerne to Prince Rupert, it was badly in need of both ballast and ties six years 
ago, and on certain parts of the road you could not run a passenger train at a- 
higher speed than fifteen miles per hour. That had to be brought up to standard. 
The same thing was true with other parts of the railway. Then there was a 
question of stone ballast between Montreal and Toronto and straight through ~ 
to Chicago. The thing has to be done, and we are doing it as rapidly as we can. 
It cannot be done in a year, but it must be done. 

Mr. Geary: During the last four or five years there has been no conscious 
let up in the maintenance of way? | 

‘Sir Henry THornNton: I would say it is just the reverse; we have spent 
more than perhaps we should it some ways, because I felt the necessity for 
improving the character of the track. 

Hon. Mr. Dunninc: That improvement is visible all over the system. 

Hon. Mr. Srevens: No doubt about it; no doubt in the world. ; 

Sir Henry THornton: We have now come down to Betterment. Then 
there is the Flin Flon line, to which reference is made; the Hudson’s Bay rail- 
way— : 3 . 

Mr. Geary: Will we get the Hudson’s Bay railway in detail? . 

Sir Henry THornton: No, you will not get that unless you raise it your- 
self. We will be glad to answer any questions you like to ask. Se 

Mr. Geary: You are working as an agent for the government in that? 

Sir Henry THorRNTON: Yes. : . 

Mr. Geary: Mr. Dunning, where can we get those expenditures? 

Hon. Mr. Dunninc: In the House, in the usual way. | 

Mr. Geary: In your estimates? _ | 

Hon. Mr. Dunnine: Yes. The amount expended on the Hudson’s Bay 
railway was expended by the Canadian National as the agent for the Minister, 
and the House votes the money. | 

Mr. Hanson: They are a year old. | a aaa 

Hon. Mr. Dunnine: That is always true, but if there is any question 
about what the railway spent, the railway officers will be glad to give you that 

[Sir Henry W. Thornton.] eee 
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information. But it is a government expenditure using the Canadian National 
as the agency through which the work is being done, and as the most economical 
way of getting it done. 

Hon. Mr. Stevens: Perhaps the Minister (Hon. Mr. Dunning) would have- 
a complete statement prepared so we could get it rapidly in the House? 

~ Hon. Mr. Dunnine: When I bring down my own estimates I will be 
glad to give you any information. 

Mr. Geary: It would be a convenience while Sir Henry (Thornton) and 
his officers are here if we could have that Statement of expenditure. 

Hon. Mr. Dunnine: I would suggest, if not inconvenient to you, after 
these accounts are cleaned up, if the committee wish to discuss that—it is not 
properly before this committee. 3 

Hon. Mr. Cuapiin: It will have a tendency to save time in your work. 

Hon. Mr. Srevens: Suppose you prepared a statement which we could 
have before us, upon which we could intelligently criticize or ask any questions 
desirable. ne f 7 

Hon. Mr. Dunnine: We can do that. 

Mr. Geary: In this committee? 

Hon. Mr. Dunning: We can do that. 

The CHarrman: The discussion to take place when we are through with 
the report. 

Hon. Mr. Stevens: It is not before the committee properly, but inasmuch 
as the railways are handling the funds we might strain the reference to the 
committee and incorporate that. 

Sir Henry THornton: We cannot include that in our report, because we 
are only the agents. The next item is “ Hotels.” 

Hon. Mr. Srevens: I noticed a very interesting hole in the ground when 
I was out on the coast at Easter. It seems to be rather a slow cry from a hole 
to a hotel. What is the progress on that? 

Sir Henry THornron: If you will watch the little seed grow, Mr. Stevens, 
you will find it will progress as rapidly as we can make it. We have no desire 
to delay it. 

Hon. Mr. Stevens: How are you getting along? I understand the plans 
are not ready. 

Sir Henry THornton: Yes, they are ready. There is no delay anywhere. 

Hon. Mr. Stevens: It will go right along? 

Sir Henry THorNToN: Yes. 

Mr. McLean (Melfort): How large a hotel will that be? 

Sir Henry THornton: Five hundred bedrooms. 

_ Mr. Hanson: I notice this is a brief statement of what you have done in 
the past, but it does not give us much indication of the policy of the company 
with respect to the future. I mention this because since I left home quite a 
substantial agitation in my own little town has started for a hotel, and I expect 
they will be coming to see you. 

Sir Henry THornton: I have yet to find any community which is not 
pursuing the same course. 

Mr. Hanson: I am warning you that a delegation is coming. 

Sir Henry THornton: I knew it was coming. 

Mr. Jenxins: Have you anything to say with regard to the situation at 
Charlottetown? te 
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Sir Henry THornton: ‘That will come up in the estimates. : 
Mr. Geary: . Whether they pay or not, I can testify to the fact that you — 
run good hotels. ‘ 
Sir Henry Tuornton:. We try to, but sometimes they are not as good 
as we would like to see them. : 3 - 
In the main, however, they are pretty well done. Jasper Park is becoming — 
one of the talking points of the American continent. People go there from all 
over the country. Curiously enough, to illustrate that, I met a gentleman there 
last year, a very wealthy man from Philadelphia, who came to stay two weeks — 
and stayed two months, and he said he was so pleased with Jasper Park that 
he intended to make some large investments in. Canada, and I think he did. — 

Mr. Geary: He probably had the room I wanted to get. Aynway, they 
do you pretty well there. | oe Bee cs 

Mr. Hanson: Is the hotel department of the company a profitable under- 
taking? Pees 

Sir Henry TuHornton: Taking it from its own earnings, it is not. We had 
a loss of $135,000 last year, and that will come up in the analysis of expenses. 
It is not profitable by itself, but taking it in connection with the railway opera- 
tion, I think it is a desirable thing to continue. | ; 

Mr. Hanson: ‘Then there is the condition that your competiors are going 
strong. | : } “ 
Sir Henry THorNTon+—Very strong, and we are having some trouble in 
keeping up. The next item is “ Wages and Labour,” then the “ Montreal 
Terminals.” Es 

Mr. Stevens: I see that will cost $50,000,000. AS 

Sir Henry Tuornton: I should think about that. It certainly would not 
exceed that. 

Hon. Mr. Stevens: Would there be any recovery from that? 

Sir Henry THorNTON: Yes, a very material recovery. We estimate that 
the revenue which will ultimately accrue from overhead rights not required for 
railway purposes will go a very considerable way toward paying the interest on 
the annual cost. 

Mr. Geary: Is the location finally determined upon? 

Sir Henry THornTon~ Yes, as far as we are concerned. 

Mr. Hanson: Following up that thought in connection with revenue, will 
you elaborate on that a little, because that is a phase of the question which we 
do not know much about. ae ee 

Sir Henry Tuornton: I think it might be more properly taken up in 
connection with the consideration of the terminal itself. 

Hon. Mr. Dunning: Inasmuch as the subject has brought a resolution now 
on the order paper, which will undoubtedly result in the whole matter being | 
referred to the General Railway Committee, we are not in a position to discuss 
something here which is not properly before the House. ee ar 

Mr. Hanson: It is covered by this reference, and perhaps some of us 
would not have the opportunity of appearing before that other committee. 
However, I will not stress the point if there is an objection taken. | , 

Hon. Mr. Dunwnine: The only objection I would take is that the plan is 
not and cannot be before us properly; it is only a piecemeal way of getting at it. 

Mr. Hanson: I suppose it is useless to hope for any joint terminal facilities 
in Montreal? : 3 : eee 
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Sir Henry THORNTON: Not to prolong a discussion which might perhaps 
be more appropriate elsewhere, I can only say that as far as we are concerned, 
we are quite willing to welcome the Canadian Pacific Railway to a participation 
in our terminal. . s 

Mr. Hanson: But it must be your terminal, and they say it must be 
their terminal. , 

Sir Henry THornTon: It is not a question of ownership; it is a question 
of what each railway wants to do. We have offered them under every reason- 
able safeguard the hospitality—if you want to put it that way—of our terminal. 
We will not use their terminal because it would be quite unsatisfactory, and 
also debar our giving to the public the service which we think the public needs. 

Mr. Geary: Are you having any difficulty in the Toronto terminal because 
of the joint arrangement? ° 

Sir Henry THorntTon: None whatever. 

Mr. Hanson: Would not a joint arrangement be advantageous in 


~ Montreal? 


Sir Henry THornton: We are quite willing to make any reasonable 


arrangement with reference to participating in the use of our terminal, but the 


Canadian Pacific say: “No, we do not want to go into your terminal under 
any conditions.” 

Mr. Geary: And you do not want to go into theirs? 

Sir Henry Tuornton: Not only don’t want to, but I won’t for the very 
simple reason that going into their terminal would restrict the service— 

Mr. Geary: I do not mean that, but I was speaking of the Toronto arrange- 


ment, where the stock is held fifty-fifty. 


Sir Henry THornton: That works quite satisfactorily. It is an arrange- 


ment in quite common use all over the world. 


Mr. Hanson: ‘The Grand Central in New York is an outstanding example. 

Sir Henry THornton: Not the Grand Central. I think that is owned 
jointly by the New York Central and the New Haven, and the other roads 
using it are tenants. On the other hand you have the St. Louis terminal used 
by some fifteen different railways. 

Mr. Hanson: What about the Washington terminal? 

‘Sir Henry THornton: That is a joint terminal. : 

Mr. Hanson: Well, here is a huge expenditure of $50,000,000 which might 


in part be avoided if these two railway systems could get together. 


Sir Henry THorNToN: This perhaps may not be the place to discuss it, 
but we feel that we have very good reasons for the position which has been 
taken. They will eventually all come out when this gets before the proper 
committee. : 

Hon. Mr. Dunnine: The objection is not to getting together; it is in 


_ regard to the facilities which*each one feels it must have—physical facilities. 
‘It is not a question at all of whether there should be a union arrangement as 


such. : 
- Sir Henry THornton: No, and the further fact that each railway is laid 
out in such a fashion that one does not lend itself to the other. 
Mr. Hanson: We had the same thing in a very small degree in the city 
of Fredericton where it would have been a fine thing if the two railways could 
have come into one station. Each was willing to take the other into its station, 


but neither would agree to go, and the result is that we have a duplication of 
[Sir Henry W. Thornton.] 


16 SELECT STANDING COMMITTEE xe 


passenger terminal facilities within a distance of less than half a mile. — There — 
was strong objection taken on the part of the shippers who after all have to 
pay for it. a a 
Sir Henry THornton: I suppose the shippers could not get improved 
facilties for nothing. ; Pee phsse«! oo an 
Mr. Hanson: But when you have a duplication of facilities, you have to — 4 
pay interest on them. : RS see ae ae 
Sir Henry THorNTON: So far as we are concerned, we are willing to 
make every arrangement to avoid duplication. ane 
Hon. Mr. Dunnine: In fairness to both I think I have expressed to both 
managements remarks similar to those expressed by Mr. Hanson, and I think 
I can say for both railways that, taking Canada as a whole, there has been 
a marked advance in the effort to avoid expensive duplication during the past 
vear. Both managements have responded in many parts of Canada. That is 4 
all to the good, but one cannot insist upon that under all circumstances and in 
all places. = 
Sir Henry THornton: We now pass to “ Alberta Railways”; “ Finance”. ~ 
Hon. Mr. Stevens: Under the head of “ Finance”, I want to ask Sir — 
Henry Thornton to give us a little light on two or three points. For instance, se 
under the Appropriation Acts $39,000,000 was voted last’ year, and I see there © 
was an issue of $35,000,000 of four and a half per cent forty year guaranteed 
gold bonds made for various purposes, approximately as follows: Expenditures 
for branch line construction and the Toronto viaduct scheme, $13,500,000, and — 
yarious expenditures under the 1928 budget of $21,500,000. Will you give us 
an explanation of that twenty-one and-a half million dollars for various 
expenditures? ‘ 
Sir Henry THornton: Perhaps I might mention some of the larger items. 
Well, there is one million five hundred thousand for new rails and fastenings, 
required to re-lay with heavier rails, and that represents the portion to be 
charged to capital. There is $2,300,000 for tie-plates. . ? 
Mr. Hanson: Is that all capital? | 
Sir Henry THorntTon: Yes. Reise 
Hon. Mr. Stevens: Why? cal 
Sir Henry THornton: Under the accounting rules we must give it this 
number. Where we had no tie-plates before, the accounting rules say we must 
charge it to capital. ° Mes 
Mr. Geary: You set up no depreciation fund for equipment? 
Sir Henry Tuornton: No, on the American lines we do, but not in 
Canada. | oe 
Mr. Hanson: This provides for no replacement of depreciated property — 
but new property—where they did not have any property before? 
Hon. Mr. Srevens: You state that is under the -accepted system of 
accounting chargeable to capital? ue 3 ; 
Sir Henry THorntTon: Yes, and any additions to the property. 
Hon. Mr. Stevens: It might be used to improve the maintenance of way; 
it struck me as extreme to charge it all to capital. . | 
Sir Henry Tuornton: We have no recourse; that is the way it must be 
done. Then $770,000 for a larger freight terminal; $440,000 for a _ larger 
passenger terminal; $744,000 for ordinary tracks and business sidings, and 
$1,600,000 for subways, overhead bridges, and grade separations; $1,473,000 for 
new locomotives and new shopbuilding; $3,112,000 for additional telegraph lines 
and equipment of which a part was for the purpose of the Western Union lines 
{Sir Henry W. Thornton.] 
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‘in the maritime provinces; $3,652,000 for additions to hotels and new hotels. 
There are a large number of items running from a few thousand dollars up to 
two or three hundred thousand. : 

Hon. Mr. Srevens: And do I understand that all of these are capital ex- 
penditures? 

Sir Henry THorRNTON: All of these are capital expenditures and must be 
charged to capital under the accounting rules. 

Mr. Hanson: These are the Interstate Commerce Commission rules? 
Sir Henry THornTon: Yes, and also the rules of our own Railway Commis- 
sion. | , 

Mr. Cantiny: What does the acquisition of the telegraph lines in the 

maritime provinces amount to? 
Sir Henry THorRNTON: $1,103,000. 
Mr. Hanson: That is the total purchase price, and has been paid? 
Sir Henry THoRNTON: Yes. : 

Mr, Hanson: Why have you not taken possession? 

Sir Henry THorntTon: Since 1924, negotiations have been under way for 
ths purchase of the land, line and facilities of the Western Union Telegraph Com- 
pany in Nova Scotia, New Brunswick and Prince Edward Island. These negotia- 
‘tions were completed in 1928 and the property will be turned over to the Can- 
adian National Railways as soon as the Western Union has finished rts facilities 
‘for handling the cable business. It is expected that will be done some time in 
June 1929. 

Mr. Hanson: You took over their staff? 

Sir Henry THornton: Yes, except the cable lines. 

Hon. Mr. Stevens: I note in the following paragraph the words “Funded 
debt”. In view of the fact that the entire $35,000,000 was used, why should it 
not be included in the funded debt? | : 

Mr. Coorrer: That portion was not used as of December 31st. 

Hon. Mr. Stevens: It says here that on December Ist, $35,000,000 was 
issued, but there was a holdback of $8,666,000, and I am asking why if the issue 
was made on December Ist it would not be reflected in the funded debt? 

Mr. Cooper: There was an issue of $35,000,000, but the arrangement with 
the underwriters was that they would only take the $26,000,000 in 1928 and 
leave $8,666,000 for 1929. They were actually outstanding, as far as our com- 
pany was concerned, on December 31st; they were authorized but not issued. 

Hon. Mr. Stevens: That is not in harmony with the statement here. You 
have various expenditures in the 1928 budget, $21,000,000, which takes up all the 
$35,000,000; now how can you have the expenditure under the 1928 budget and 
the carry-over of half a million or more into the 1929 budget? 

Mr. Coorer: We had not drawn the $35,000,000 down; we had drawn 
$21,000,000 down. We only take sums into our accounts as they are drawn 
down. : Fes 

Hon. Mr. Srevens: Is that statement which we were analyzing a moment 
ago incorrect? ’ 

Mr. Cooper: No we do not draw down money in advanee of expenditures. 

Hon. Mr. Srevens: Leave that for a moment and turn to the next page, 
and I find there is an item of $40,000 borrowed from the banks, just as you 
say, and there is the item for $22,000,000, and the retirement of considerable 
‘debentures stock, which is of course quite all right; an expenditure incurred 
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during the nine months to December 31, 1927, of $5,900,000. And an ea 

ture made under the 1928 budget of $11, 000, 000 or $40, 000,000. And then it 
goes on to say that it is intended that during the present year, 1929, long-term 
financing will be arranged under which moneys provided by the bank, as above, 
will be repaid. Now you have arranged to take care of the 1928 budget. Then a 
you say there are $8,000,000 not yet drawn on that on December 3lst. 


Mr. Cooper: Yes. ~ 

Hon. Mr. Srevens: And then you have $40,000,000 here, part of itn 
1928, expenditures made under the 1928 budget of $11,000,000, and you pro- 
pose to make an issue of $40,000,000 securities to cover that. 

Mr. Coorrr: Yes, the $40,000,000 is simply for temporary fnsnope; and 
when it is replaced by permanent financing— 

Mr. Hanson: I do not think Mr. Cooper has got Mr. Stevens’ point yet. ; 

Hon. Mr. Stevens: Put it in this way, when you make the issue of — 
$35,000,000, why are you not reflecting that in the funded debt and ee 
elabie on the other side of the account, unexpended $8 666 ,000 

Mr. Cooper: Would you mind turning to pages 14 and 15? 


Hon. Mr. Dunnine: I was wondering whether the. eight millions was 
still in the temporary financing on December 31st? 


Mr. Cooper: No, but in making the issue of $35,000,000 those bonds are 
prepared and signed and placed in the delivery office; but our arrangement in ~ 
this particular case, was that up to December 31st, there should be only 
$26,000,000 actually taken up by the underwriters. 

In our accounting we would create a liability $35,000,000, and we would 
charge the underwriters with $25,000,000 and we would show in existence the 
$8,000,000. | 


Hon. Mr. Stevens: Where would you show that $8, 000, 000? 


Mr. Cooprr: In the balance sheet, counting for balance sheet purposes 
only the amount of securities in the treasury not issued at December 31st, 
would be deducted from the gross amount which was originally set up, the 
net amount of funded debt outstanding being simply the bonds which had 
been actually issued by the company and delivered, as at the date when the 
balance sheet was made out. If we had made a balance sheet of January 3rd, 
the whole $35,000,000 would have been there. | 


Hon. Mr. Srevens: You could have shown the_$8,000,000 as still in the 
hands of the underwriters, as an asset, if you liked? — 


Mr. Cooper: If you care, I will show you the regulations under which. 
we work, which state what we should do in a case such as that. 


Hon. Mr. Stevens: Leaving that for a moment, and going to the $40,000,- 
000, is your $8,666,000 carried over in any way reflected in this $40,000,000 | 
which you borrowed from the banks? 


Mr. Cooper: No. The $35,000,000 is pacanene while fhe, $40,000,000 
is not. Out of the $35,000,000 we got twenty-one and one half of the 1928 
budget; and out of the $40, 000,000 temporary financing we got $11,000,000 
on the 1928 budget; that is $32, 800 000. Our operating results were so much 
better than the estimate that we probably did not spony: it, and we wal not 
draw down the full amount of the $35,000,000. 


Hon. Mr. Srevens!~ Now, the $8,666,000 you ene, is in the hands of the 
underwriters? 


Mr. Cooper: At Dec. 31st. 


Hon. Mr. Stevens: Not released? 
[Mr.. H. T. Cooper.] : 
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Mr. Coorrer: No, not then. | 

Hon. Mr. Stevens: But the money for which that was issued was spent on this 
$21,000,000 cited by Sir Henry a few moments ago, in the purchase of equip- 
ment, and so on? 

Mr. COOPER: Yes, sir. 

Hon. Mr, Stevens: That was actually expended in 1928? 

Mr. Cooper: But you will remember that it belongs to the full $35,000,000. 
: Hon. Mr. Stevens: I asked a while ago what that $21, 000,000 was, and 

Sir Henry gave us a long statement of expenditures included in the $35, 000 ,000. 
How could you have paid out the $8,666,000 if the bonds had not been released 
by the underwriters and were still in the hands of the underwriters? 

Mr. Coopmr: I tried to explain that we do not spend money as it is released 
by the underwriters. We spend SOHC in advance of its release by the under- 
~ writers. . 

Hon. Mr. Stevens: Where is that reflected? os 

Mr. Coorer: In our general capital. 

Hon. Mr. Stevens: And it is not included in the $40,000,000. 

Mr. Cooprr: In the $40,000,000 there is $11,000 000 of the 1928 budget. 

Hon. Mr. Stevens: Would that include the $8,000, 000. 

Mr. Cooprr: No, sir. 

Mr. Cantiry: I would like i ask if that $8,000,000 is comparable with 
the amount on the next page? 

_ Hon. Mr. Stevens: No, that is another item. 

Mr. Cantiey: Is it a peparabls item? 

Mr. Coorrr: I do not think you can tie the $8,000 000 up against the 1928 
budget at all. There is $21,000,000 in the budget. 

Mr. CantLEY: Does the $8,666,000 appear the next year in the same manner 
as the $35,000,000 appears this year as expenditures made the year previously? 

_ Mr. Coorrr: No, I was trying to explain that the $8,000,000 does not 
necessarily relate to the 1928 budget. Only $21,000,000 was under the budget, 
and we had drawn down $26,000,000. It is quite conceivable that we have 

drawn $21,000,000 of the $26,000, 000 on account of the budget; and that the 
$8,000,000 “which we had not drawn down relates to the branch lines and 
terminals. 

Hon. Mr. Stevens: I took for granted that it did not relate to that, be- 
cause that is under’ certain statutes? 

Mr. Cooper: I think I am safe in saying that it does relate to the “Branch 
Lines and the Toronto Terminals”, as distinct from the budget; because the 
Branch Lines and the Toronto Terminals have not been completed. 

Mr. Geary: What is the total of your 1928 budget? 

Mr. Coopmr: $39,000,000. 

Mr. Geary: And that does not cover the Branch Lines Construction and 
the Toronto Viaduct? 

Mr. Cooper: No Sir. 

Mr. Geary: And you have $39,000,000 appropriated, of which you spent, 
say, $8,000,000 less than $21,000,000, that is about $12,000,000 that you a 
In 1928 out. of your 1928 budget? 

Mr. Coorrr: Altogether we spent on the budget about $31,000,000 or 
_ $32,000,000. We financed that in this way, we had $21,000,000 out of the 
$35,000,000 bond issue, and we got so much from the banks. We made Bere 


manent financing | on account of the 1928 budget of about $28,000,000. 
sik i ee a \ | [Mr, H. T. -Cooper.] 
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Mr. Geary: Which one of those items, Branch Lines Construction, of the 


= 


1928 budget has not been expended. . 
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Mr. Cooper: It is certain that the Branch Lines and the Toronto Terminals’ of 


program has not been accomplished. 


Mr. Guary: What you are holding out is $8,666,000 on your Branch Lines — 


and Toronto Terminals construction. 
Mr. Cooper: Yes. 


Mr. Guary: And you are not charging yourself with that as funded debt 


until you take it up? 
Mr. Coorer: Until it is actually issued. 
Sir Hpyry TuHornton: I might say that the state of the money market 


was such that it would have been inadvisable to have gone into the market with - 


any issues of a considerable size, and we thought it preferable to arrange tempor- 
ary financing at such a rate of interest as we could get, and wait to make our 
permanent issues until the money market was such as would permit us to borrow 


at a lower rate of interest. Everybody does that. It was much better to pay. 


a little higher rate of interest for twelve months than to saddle ourselves with 
a higher rate of interest for fifteen or twenty years. 3 

Hon. Mr. Srevens: Of that I have not any criticism at all; that is a 
matter of management. oa . 

Sir Henry THornton: Yes. ‘ | f 

Hon. Mr. Strvens: By arrangement with the underwriters for a large sum, 
there must have been some definite arrangement, and with some purpose in 
view, why it was done. Who were the underwriters, and where is the $8,666,000 
reflected? 3 : eae 

Mr. Cooper: We did not take it.down because we did not need it. 

Mr. Geary: You did not want to pay interest on it? | 

Sir Henry THornton: We are doing Our best on both sides to make this 
clear. : 
Hon. Mr. Stevens: I am not trying to embarrass you at all. 


Sir Henry THornton: You do not embarrass me in the least, and we are 


all doing our best to see if we cannot make it clear. 
Hon. Mr. Stevens: I do not think I am unusually stupid? leat. 
Sir Henry TuHornron: No, I am not criticizing you but we are all trying 
to make it clear. . 
Hon. Mr. Stevens: I have asked two questions, first, why was the 
$8,666,000 held out, and second, if it was held out, where do you reflect the 
$8,666,000 in some other part of your statement? rs 


—~ 


Sir Henry Tuornton: In other words, why and where? Can you answer 
," 


that, Mr. Cooper? 3 
___ Mr. Cooper: No, I cannot give the reason why we did not make a full 
issue as of December 31. It is obvious to me that we did not actually need 
the money. As to why we do not show it in some other part of the statement, 
1t was not actually issued at December 31, and the balance sheet is a statement 
as of that date. ; : ek 
Hon, Mr. Stevens: But it was arranged. ae ue 
: Mr. Coorrr: We sold the bonds piecemeal, and we only sold $28,000,000 
in 1928. | aes 
Hon. Mr. Stevens: Who were the underwriters? : ROR ES aL) 
Sir Henry THornton: That was issued to Blair & Company under com- 
petitive bidding. , eee aie 
[Mr. H. T. Cooper.] : 
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Hon. Mr. Stevens: And they took the total issue? 

Mr. Hanson: But not all at one time. The only confusion, I think, 
is that you charge up the whole liability as of December 31, 1928, ‘when as a 
matter of fact you had not this all outstanding, and he wants to ‘know where 
the system is for the difference. * 

Mr. Cooper: No, we did not charge the full amount as a liability. Will 
you look at page 28, and go back if you will to page 15. We show funded debt 
unmatured $977,000,000 on the balance sheet, on page 15. 

Mr. Hanson: That is the total on page 15? 

Mr. Cooper: That shows $977,000,000 of debt outstanding on December 31. 
That is detailed on pages 28 and 29; on the left-hand side of that, about half- 
way down you will see am issue of 40-years guaranteed gold bonds outstanding 
at December 31 of $26,334,000, and we star that, so that there will not be any 
misunderstanding and say that that is part of the $35,000,000 issue, balance 
sold January 3, 1929. 

Mr. HANson: That is plain enough, and anybody.can understand that, 
but that doesnot answer what I am getting at. Why the $13,500,000? 

Sir Henry THornNtTon: I was going to make this suggestion, Mr. Stevens, 
if it is agreeable to you, if you like to do so, Mr. Cooper will sit down with you 
at some time and try to make this clear to you. 

Hon. Mr. Stevens: I do not want-to appear so dumb. 

Sir Hpnry THornton: On the other hand, we do not want to appear so 
dumb in our explanations that we have not been able to make it clear to you. 
We want to make it as clear as crystal. I have no objections to continuing, by 
all means, but I thought perhaps it might be more convenient for you. You need 
not worry about anybody being dumb about these accounts, because I can tell 
you that there are a lot of us who are dumb in that respect, because they are 
intricate and hard to follow. 

Mr. McLean (Melfort): That $31,000,000 is not part of the $40,000,000? 

Sir Henry THornton: No, $21,000,000 of it. 

-Mr. Geary: Will you tell me how you financed that $25,000,000 between 
October and December 31st, 1928? You arranged it with the bank in 1928, and 
you had spent it in 1927. How did you finance it in the meantime? 

Mr. Coorer: Out of our working capital. 

Mr. Geary: How much did your working capital amount to, roughly? 

Mr., Cooper: We had $18,000,000 of cash at December 31, 1928. 


Mri '4gEARY: That is just the oe cash receipts which you had to work 
along on? 

Mr. Cooprr: Yes, free of course. 

Mr. Gary: Is that a pretty substantial amount for working capital? 

Mr. Cooprr: I ee say that at the present time the working capital is 
very, very low. 

Mr. Geary: I would say so too. 

Mr. Cantey: That ii 000,000 is not net? 

Mr. Cooprr: No. : 
4 oar CANTLEY: That is varied by current liabilities (in are due day by 

ay? 
Mr. Cooprr: Yes. 
The Cuarrman: Any further questions? Traffic. 


Sir Henry Tuornton: I want to answer a question which Mr. Stevens 
asked a moment ago. I think I have some information here for him. 
[Mr. H. T. Cooper.] 
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The quantity of wheat in Canada on March 31st, 1929, last, amounted to 
244,423,005 bushels, an increase of 18,151,158 bushels over the corresponding 
date of last year. 

The 1929 wheat stocks on hand comprise 171,290,525 bushels in elevators, 
flour mills and afloat, 60,517,000 bushels in farmers’ hands and 12,615,479 


bushels in transit by rail. 
That has some bearing on the question which Mr. Stevens asked me. 


Hon. Mr. Stevens: Thank you. Might I be permitted one further question 
which is this; in that temporary financing in October 1928, you provide for 
$40,000,000 from the bank to cover certain items, retirements, and so on, on the 
1928 budget. Would there be included in that $40,000,000 the amount which was 
not provided for as you say, in the $35,000,000 out of this bond issue? 

Mr. Coorsr: The $40,000,000 is made up in this way: $5,900,000 for the ~ 
1927 budget; about $23,000,000 to retire Canadian Northern Income Charge 
Debenture Stock; and $11,351,000 of the 1928 budget. That is the $40,000,000. 

Hon. Mr. Strvens: It would not contain the $8,000,000 at all? This $8,000,- 
000 is provided for in addition to that? 

Mr. Coorrr: The $8,000,000 in addition to the $40,000,000? Yes. 

Mr. Grary: In 1929 you issued $75,000,000? j 

Mr. Coopsr: In a way you could say we made $75,000,000 in finanicing last 
year, of which $35,000,000 was permanent and $40, 000, 000 was not, and we had — 
not drawn upon the $8, 000,000. 

The CuarrMan: The $8,000,000 is in reserve? 

Mr. Coorrr: The bonds have not actually been sold. 

Hon. Mr. Stevens: What did you get for the $35,000,000 bond issue? 

Mr. Cooper: The price to the public was $96; that is a yield of 4.72. 

Mr. Hanson: From the underwriters or from you? % | 

Mr. Cooper: What the public paid for them. : es 

Hon. Mr. Stevens: What did you get for them? 

Mr. Cooper: The railways sold them for $94.16. 

Mr. Hanson: Do you absorb the discount in that particular oats 

Mr. Cooprr: No, sir. 

Mr. Hanson: aS spread it over the term of the bonds? 

Mr. Coorrr: Yes, sir. 

Mr. McLean (Melfort): What was the cost of aes money to youlys = 

Mr. Cooprr: 4.82. . 

_Mr. Geary: You just amortize this over forty years? 

Mr. Coorer: Over the life of the security? 

Mr. Hanson: That is your regular practice? 

Mr. Cooper: On a straight line amortization basis, yes. 


Mr. Geary: That means that when you have finished your financing this 
year, you will have $75,000,000 outstanding which will have covered the items 
in the 1928 budget, including the whole Toronto terminal. 

Mr. Coorrer: This will cover $5,900,000 for the 1927 budget; $22, 728 000 
to retire Canadian Northern Income Charge Securities; $11,851,000 for ‘the 
1928 budget; Toronto Terminal and branch lines, $13, 500 ,000 and $21, 500,000 
for the 1928 budget. 

Mr. Geary: As of December 3rd, 1928? 

Mr. Hanson: And will be reflected in an mi capital investment 
of over ‘$40,000,000. 

[Mr. H. T. Cooper.] 
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Mr. Coorrr: The $75,000,000 will not be a net addition to the funded debt. 
-Hon. Mr. Cuarpuin: Less $2,000,000. 

Mr. Coorsr: More than that. We pay off betneen $6,000,000 and $7,000,000 
_ of Capital Trust Certificates each year. 

: Hon. Mr. Dunnine@: The net increase is ascertainable from the accounts 
anyway? 

Mr. Coopmr: Yes. In 1928 there was a decrease in funded debt of 
$3,400,000; there was an increase of short term notes of $48,500,000, so it was 
a net increase of about $40,000,000. 

Mr. Gary: You will be charged with $75,000,000 after your financing 
next year? 

Mr. Coorrr: Yes. 

Mr. Geary: You will not have $8,666 000 in cash, because you will have to 

- spend that to catch up, broadly speaking. 

Mr. Coorrr: No. 

Mr. Geary: That will just catch you up until December 31st? 

Mr. Cooprr: Yes; that will be going out as the work is completed. 

The CHatrMAN: Are there any further questions? 

Hon. Mr. Srevens: I would suggest that where an expenditure is not 
* made it should not be shown as an expenditure. I was taking it for granted 
these expenditures were made and provided for, as you show them. You say a 
portion of that has not been expended? : 

Mr; Coopre: No. = * 

Hon. Mr. Stevens: I was taking it for granted that it was expended. 

Mr. Coorrr: This memorandum indicates in a general way what financing 
we did in 1928. 

Mr. Hanson: There is a difference between the accounting side and the 

financial side. | 
Hon. Mr. Stevens: Surely. 

’ Sir Henry THornton: “ Traffic,” “Telegraphs, ” “Insurance,” ‘Coloniza- 
tion.” 

Hon. Mr. Stevens: In regard to colonization; there is a clause there which 
says: ‘The decrease in British immigrants is partly accounted for by delays 


- resulting from the regulations under which they were recruited.” What is the 


meaning of that? 

Sir Henry THornton: The decrease in the movement of British people 
- was due largely to the time consumed in connection with the regulation regard- 
ing investigation, medical examination, and so forth, and although the reduced 
rate was continued in 1928 the long delays occurring before the warrants were 
_ finally issued’ resulted in many cases in the applicants withdrawing their appli- 
cations and deciding not to go. The decrease in the movement of British 
families under the three thousand family scheme was due to the fact that suit- 


ae able farms in Canada were not available for their accommodation. In cases . 
where the British families were large and had not sufficient capital to settle on 


land of their own, difficulty is experienced in Canada in placing them, as the 
average Canadian farmer who could give them employment has not the facili- . 


ee ties to house them. 


Hon. Mr. Stevens: The first part of that refers to what I asked in my 


: eg question, that is, the regulations were such that many intending immigrants 
abandoned their intention ee come to Canada because of the onerous nature 


ee Ef these regulations. 


[Mr. H. T. Cooper.] 
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? 


Sir Henry THorntTon: I do not know whether one could say “the onerous 
nature of these regulations,” but at any rate the regulations were such that 
speedy action became difficult, if not impossible. 


Hon. Mr. Cuapitin: There were changes: made in the regulations? 

Mr. Guertin: There have been substantial changes in the regulations. 
Hon. Mr. Cuaptin: What was the nature of the changes? 

Mr. Gurrtin: Additional facilities granted for medical inspection, a fo Saki 


I believe, to the system under which additional doctors are .provided. 
Hon. Mr. Stevens: British doctors? 


Mr. GumetiIn: Yes. 

Hon. Mr. Stevens: Do you know how many? 

Mr. Guertin: I have no record of the number. Then the simplification of 
the forms in. use. 

Hon. Mr. Stevens: These long forms ars used to fill out? 

Mr. GuERTIN: Yes. 

Hon. Mr. Stevens: Do they still have a civil examination? 

Mr. Guertin: Yes, they do, but it is much more simple. 

Mr. Geary: As a matter of fact, the European immigrants increased under 
_ the regulations, while. the British immigrants decreased? 

Mr. GUERTIN: During 1928? 

Mr. Geary: Yes. 

Mr. GurrtTiIn: True. 

Mr. Geary: You lost thirty-two hundred British— 

Hon. Mr. Dunninea: If one may go ‘back a bit, following the sittings of 
the committee last year on immigration, certain changes were recommended by 
the committee, and I think it was after that period that the changes in the 
regulations were made effective, and probably would affect one half of the— 

Mr. Guertin: The changes were made about the middle of the recruiting 
season. They would hardly be reflected in the 1928 business. 

Hon. Mr. Srevens: How is it this year? 

Mr. Guertin: We note some improvement—a slight increase. 

Mr. Guary: Under your auspices these European immigrants come in, and 
at least so many are Britishers. Is that not rather a misstatement. I did not 
know that Great Britain was in Europe. | 

Sir Henry THornton: Is not Great Britain in Europe? 

Mr. Geary: I am not speaking geographically. You do not include them 
as a rule. a 

Sir Henry TuHorntTon: We segregate the British immigrants, yes. 

Hon. Mr. Dunnine: “Of these” are the words used. 

Mr. Geary: The Britishers are part-of the European inti ratte 

Hon. Mr. Cuapiin: The continent is by itself. 

Sir Henry THornton: I am afraid I do not quite catch Mr. Geary’s point. 

Mr. Geary: You start by saying that during the year forty thousand 
European immigrants excluding British harvesters, and then you say “Of these 
five thousand six hundred and fifteen were Britishers.” You do class them all 
to begin with as Europeans. 

Sir Henry THORNTON: Yes. | 

Mr. Geary: That is not quite true, is it, as a matter af fact? 

[Mr. H. T. Cooper.] Sah 
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Sir Henry THornton: Well, I don’t know. We have certain immigrants 
who come from the United States. I think we should designate those who 
come from the continent of Europe as Huropean immigrants; I think it is 
perfectly correct to do that. 

Mr. Grary: Great Britain is on the continent of Europe. 

Sir Hpnry THoRNToN: One might suspect it, at least. Geographically I 
would say that unquestionably Great Britain would be consideréd a part of the 
continent of Europe. 

Mr. Geary: When you leave Great Britain, to where do you speak of 
going? To the continent. It is always distinguished from the rest of Europe. 

Sir Henry THorntTon: ‘That is a popular expression which is used in 
England. 

Mr. Geary: The English people do not regard themselves as Europeans, 
they speak of going to the continent. : 

Hon. Mr. Dunnine: Not quite as you mention it: “ From the island to 
the continent.” : 

Sir Henry THornton: We do distinguish them later on, because the 
statistics include British immigrants. 

Mr. Geary: England occupies a pesiion of aendic isolation. 

Mr. Hanson: When do we meet again? 

The CHAIRMAN: I am in the hands of the committee. 

Hon. Mr. Dunnine: In as much as the Canadian National officers are 
practically all here, I think for their benefit it would be desirable to keep the 
committee going. I would suggest that we meet to-morrow morning. 

The CuarrmMAN: We will sit again to-morrow at eleven o’clock. 


The committee adjourned until April 18th, at eleven o’clock. 
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MINUTES OF PROCEEDINGS 


Room: 375, Housr or ComMoNns, 
Tuurspay, 18th April, 1929. 


The Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government was scheduled to meet to-day at 11 a.m.° 


As a mark of respect to the memory of Hon. J. W. Edwards of Frontenac- 
Addington, who died this morning, the Committee did not convene. 


The Committee will meet on Tuesday, 28rd April, at 11 a.m. 


Room 375, Housr or Commons, 
Turspay, 23rd April, 1929. 


The Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government met at 11 a.m., Sir Eugene Fiset, Chairman, 
presided. 

Members present: Messrs. Bell (St. Antoine), Cantley, Duff, Dunning, 
Geary, Gray, Jelliff, Jenkins, McLean (Melfort), Milne, Power, Stevens. 


In attendance: Sir Henry W. Thornton, President, Canadian National Rail- 
ways, with members of his staff. 


Mr. R. A. C. Henry, Deputy Minister, and Major Anderson, of the Depart- 
ment of Railways and Canals. : 


ANNUAL REPORT OF CANADIAN NATIONAL RAILWAY SYSTEM 


Typewritten replies were submitted by Sir Henry Thornton to several 
questions asked at the last meeting by members. | 


Consideration of the Report was resumed, and the following items, as con- 
tained on pages 9 and 10, were called for discussion, viz: Land Sales. Pur- 
chasing and Stores. Industrial Department. Pensions. European Traffic. 
Grand Trunk Western Consolidation. Central Vermont. West Indies Trade 
Agreement. 


CANADIAN NATIONAL RAILWAYS SYSTEM. ANALYSIS OF 1928 OPERATING EXPENSES 
’ AS COMPARED WITH 1927 


Commencing at page 1, this analysis was read and discussed, section by 
section, up to and including ‘“‘ Train Enginemen ”’ on page. 7. 


At 1 p.m., the Committee adjourned until to-morrow, 19th instant, at 11 a.m. 


JOHN T. DUN, 
Clerk of the Committee. 
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‘MINUTES OF EVIDENCE 


Room, 375, Housr or Commons, 
Aprit 23, 1929. 


The Select Special Committee on Railways and Shipping met at 11 a.m., 
the Chairman, Sir Eugene Fiset, presiding. 


The CHarrMAN: When we adjourned at. the last meeting we were con- 
sidering the report of Sir Henry Thornton to the Minister ‘and had stopped at 
“Tand Sales.” Sir Henry, will you go on from there? 

Sir Henry Tuornton:~ I think perhaps before I continue it would be best 
to answer the questions asked at the last meeting, in order to clear up the old 
business. Mr. Stevens asked this question: ‘‘ What was the carry-over of grain 
at January 1, 1928, as compared with that at January 1, 1927?” I have a 
statement here which I will file with the reporter and it may be included in- 
the minutes, answering that question. It is as follows: 


CANADIAN Wueat Sirvation Dzo. 31st, 1927 AS COMPARED witH Dec. 31st, 1928. 


In farmers’ In country | In other Total 
hands elevators elevators 
(bushels) (bushels) (bushels) (bushels) 
Weer Siel2 Gee 105, 000, 000 46,000,000 112,000,000 263,000,000 
Dees st 1928-2555, vi - 102; 000; 008 61,000,000 166,000,000 329,000,000 


Carry-over at the end of the calendar year 1928 was greater than 
the 1927 carry-over by 66,000,000 bushels, of which greater amount 
12,000,000 bushels had not yet started its rail movement and 54,000,000 
bushels had partially completed its rail movement. 


The next question which Mr. Stevens asked was what proportion of the 
gross freight revenue in 1928 is chargeable to the products of the soil. That 


- question can not quite be answered in the form it was put, but this is as near 


as I can get it. -‘ The estimatéd gross earnings accruing from products of 
agriculture on the Canaidian National Railways in 1928 represented 26 per 
cent of the freight revenue. Agricultural products made up 40 per cent of 


- the revenue ton mileage of the system.” 


Then someone—I cannot quite remember who it was—asked for some 


‘information with respect to the Hudson’s Bay Railway. I think Hon. Mr. 


Dunning or Mr. Henry has that. 
“The Cuarrman: I think it was decided that that was to be brought before 


the other Committee. 


Hon. Mr. Dunnine: Perhaps I misunderstood, but I thought the arrange- 
ment was that we were to clear up the Canadian National matters and then have 
available information regarding the Canadian National work for the govern- 
ment on the Hudson’s Bay, so as not to interrupt the continuity of our work. 


_ Sir Henry Tuornton: ‘The next item is ‘‘ Land Sales,” “ Purchases and 


- Stores,” ‘The Industrial Development,” “ Pensions.” That latter gives a list 


of the officers and employees who have retired with 50 or more years of service. 
“ Buropean Traffic,” “Grand Trunk Western. Consolidation.” 


Hon. Mr. Stevens: Just at that point, Sir Henry: could you lay on the 


table at-a future meeting, if you have not it now, a copy of the report given 


to the Inter-State Commerce Commission by the Grand Trunk Western and 
its allied lines—of all those American lines, their regular reports to the Inter- 


State Commerce Commission? 
“ [Sir Henry W. Thornton.] 
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Sir Henry THorNTON: Yes. ae 

Hon. Mr. Stevens: Could you give us a brief outline of the reorganiza- 
tion, without disclosing anything which would interfere with your plans? 

Sir Henry THornton: Yes. The Grank Trunk Western Railway is owned — 
entirely by the Grand Trunk, now the Canadian National Railways. It con- 
sists of a number of subsidiary companies, I think thirteen in number. Those 
companies were controlled through stock ownership, and in some cases, leases, 
but preserved their separate corporate identity. It involves a great deal of 
accounting work. It was an awkward and cumbersome way to administer the 
affairs of the company and it prevented the Grand Trunk Western from making 
that showing which its financial performance merited; consequently, we thought 
it would be highly desirable to amalgamate all of these companies into one and 
reorganize the whole financial position of the company, so as to put the parent 
company in a position to realize upon and capitalize the very satisfactory finan- 
cial showing which the Grand Trunk Western has made in the last few years, 
a showing that was, of course, largely to be charged to the tremendous impetus 
given in the peninsula of Michigan to the manufacture of automobiles. There- 
fore, that work was undertaken and petitions are now before the Inter-State 
Commerce Commission, having been approved by the States of Michigan and 
Indiana, to bring about that consolidation. It makes no actual difference in 
the control of the Canadian National Railways over these properties, but it 
brifgs order oyt of chaos and produces a materially more efficient organization 
and a better financial structure. That, briefly, is what was undertaken. 

Hon. Mr. Stevens: You mentioned that the Grand Trunk, or the Cana- 
dian National, own all the stock of the Grand Trunk Western. Does the 
Grand Trunk Western own all of the stock of these subsidiary companies? 

Sir Henry TuHornton: That is substantially a correct statement. 

Hon. Mr. Srevens: There is not much held outside? 

Sir Henry, THornton: No. There are certain shares of certain small 
subsidiary companies which ought to be acquired for the protection of the 
parent company, but substantially your statement is correct. 

Hon. Mr. Stmvens: Of course, the bends will be refinanced under the 
new structure? 

Sir Henry THornton: They will go to the public eventually. 

Hon. Mr. Stevens: You propose a reconstruction of the financial struc- 
ture? | 

Sir Henry TuHornton: Yes. I might say en passant that the Grand 
Trunk Western is one of the most profitable properties we have, and is a very 
important factor in our annual financial performance. 

Hon. Mr. Srevens: You will have filed these statements to the Inter- 
State Commerce Commission? 

Sir Henry Tuornron: Yes. The next is “West Indies Trade Agree- 
ment’. . 

Hon. Mr. Stevens: How is it working out? a 

Sir Henry TuHornton: It is not really under way as yet. The last boat 
is about ready for operation, but it will be another two or three months before 
the full service is in operation. : 

Hon. Mr, Stevens: I am told that they are very comfortable boats. 

_ Sir Henry Tuornton: I think they are. They only criticism I have heard 
of them is that they are rather too good for the trade, but I do not think they — 
are. J think as far as passenger accommodation is concerned, we shall un-> 


doubtedly develop a very large passenger business between the West Indies 
[Sir Henry W. Thornton.] aa. 
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and Canada. In fact, during the winter time we shall probably have more 
passengers than we shall have space for, as it does represent the best service 
between the North American continent, including the United States, and the 
West Indies. | 3 

Mr. Geary: What opposition have you there from Halifax? 4 
. Sir Henry THORNTON: The most serious opposition which we have is a 
line of steamships which is operated by the International Aluminum Company 
between British Guiana and the Saguenay river, for the purposé of transporting 
bauxite. That being the ore from which aluminum is recovered, to the Inter- 
national Aluminum Company’s works in that district. The line was put on 
primarily for the purpose of handling this bauxite. 

Mr. Geary: Which way does that go? : 

Sir Henry THornton: It comes north. The result is that that steam- 
ship company carries freight between Canada and certain parts of the West 
Indies at ridiculously low rates, and it is this competition which we shall have 
to face. I dare say we shall work out of it in some way or other, but you can 
‘see what, it means. 

Mr. Cantugy: They are going down in ballast? 

Sir Henry THornton: They will carry most anything they can get for 
nothing. 

Mr. Powrer: Do they carry passengers? 

Sir Henry THornton: No, I do not think so. 

Mr. Geary: What fruit receiving facilities have you in Halifax? My 
recollection is that there was a great. deal required, to be built there for the 
reception and storage of, say, bananas. , 

Sir Henry THornton: There is a very good cold storage plant at Hali- 
fax, which is not only for fruit, but for anything which requires that form of 
treatment. Thé bulk of our shipments, of course, will be bananas, which will 
move from ship to cars, and will require very little, if any, storage. 

Mr. Geary: Have you had to put special cars on for that trade? 

: Sir Henry Tuornton: Yes, we have had to provide refrigerator cars 
which are heated in the winter and cooled in the summer. 

Mr. Grary: The United Fruit business does not get any of this? 

Sir Henry THornton: Not yet. We do not quite know what the position 
of the United Fruit Company will be, but we do not anticipate any very 
serious competition from them, although we are prepared for it if it should 
appear. I might say that the bulk of the bananas will come from Jamaica, 
and the Jamaica producers will use our ships entirely. 

Mr. Geary: How have these bananas been routed heretofore? 

Sir Henry THornton: Mostly through New York. 

Mr. Geary: Water to New York, and rail to destination? 

Sir Henry Tuornron: Yes, although some may come up through New 
Orleans. . : 

Mr. Geary: Are they all coming through by Canada now? 

Sir Henry THornton: That is what we hope to accomplish. 

Mr. Geary: You have not quite reached that point as yet? 

a Sir Henry THornton: The service has not been going long enough. In 
fact, the first ship to Jamaica will be there in a day or two. The other ships 


have been running to the eastern group of islands. There are two services, one 
{Sir Henry W. Thornton.] 
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which serves the eastern group and one which serves the Western group; th 
is to say, Jamaica and British Honduras. The western service is now com- 
mencing, and that is the service from which we expect the bulk of the bananas. © 

Mr. Geary: It has been a passenger service largely to the’ eastern group? 

Sir Henry THornron: Yes, but there has been a fair amount of fruit a 
moving there. There ought to be and will have to be a great deal of propa- __ 
ganda work done in the West Indies to promote the raising of better and 
greater varieties of\fruit. These colonies are susceptible to very wide exten- 
sion in their fruit and vegetable production. They have never had facilities — 
in the past; there has never been any incentive or any particular urge for 
producers in that part of the West Indies to meet the Canadian trade. Now 
that we have this implemented by the new service one of the things we shall 
have to do will be to join hands with the colonial governments and with the, 
producers and assist them in every way we can to diversify and add to their 
fruit and vegetable production; and I think if that problem is undertaken — : 
energetically and intelligently we shall not only promote greater ¢raffic for 3 
our own steamship line, but we shall also very materially assist the West 
Indian planters in their own production. : | 


Mr. Cantuey: Is it your intention to bring these bananas to Halifax or — 
Montreal? a ee 

Sir Henry Tuornton: In the summer time the banana ships will run 
to Montreal. 3 . Ee 

Mr. Cantiry: Do you think that is wise? - ee 4 

Sir Henry THornton: Yes. ee 

Mr. Cantusy: I doubt that very much. | 

Sir Henry THorNToN: Well, I don’t see anything else to do. ee 

Mr. Cantiey: You will employ your ships for about ten days’ addi-— < 
tional voyaging than if you go to Halifax. You can certainly beat that time ee 
by rail. ; ree | Sgt 

Sir Hnnry THornton: Time is not so large a factor with the cold storage _ 
facilities we have on the boats. 

Mr. Cantiey: You have your cold storage and your refrigerator cars. — 


Sir Henry TuHornton: That would mean transferring the load, and I 
think Montreal is preferable. aA 


Mr. CantuEy: You will have to transfer the great bulk of it in Mont- _ : 
real. They cannot consume the whole cargo. ; 


Sir Henry THornton: No; it will have to be shipped from Montreal 
elsewhere. : . 3 


Mr. Cantiny: Some of it will go east’ from Montreal? 

Sir Henry THornton: Undoubtedly. | 

Mr. Cantiey: Why not ship it from the east in the first place? ge 

Sir Henry THornron: We think it cheaper and better to do it. the 
other way. : ks 

Mr. CantLEy: We will see. 


Sir Henry THornton: We are open to conviction. We both have 2G 
vinced each other in the past that we were right or wrong, rt 
Hon. Mr. Dunning: The most serious factor apparently is the putt 
on of this line of steamers for the bauxite trade, which introduces a type 


om 


competition which was not expected. 
(Sir Henry W. Thornton.] = hap 


RAILWAYS AND SHIPPING 31 


Sir Henry Tuornton: It is not competition in a way, because it means 
that these boats are travelling and they may as well go full as half full and 
consequently they take on loads at practically ballast prices. 

Hon. Mr. Srnvens: That is, one way? 

Sir Henry THORNTON: ‘Yes, and the other way too, because bauxite does 
not entirely complete the cargo north-bound. They have a certain amount of 
space which can be used for general freight north-bound. 

Mr. Canriry: It is a question of the dead weight exceeding the space, and 
they might as well have light freight. I do not’ know what they might bring 
up, but it is one-way business. Their business is to carry bauxite, and if they 
are going down right, any freight they take will only involve the cost of loading 
and handling. 

Mr. Power: At what ports do the bauxite vessels stop? 

Sir Henry THornton: I do not know exactly, but at a certain number of 
ports in the British West Indies for freight purposes. 

Mr. Power: From which port in Canada would they take freight to the 
West Indies? 

Sir Henry Tuornton: They take some paper from Chicoutimi, and 
they take loads from St. Lawrence river ports. 

Mr. Power: You mean below the mouth of the Saguenay? 

Sir Henry THorNton: Yes. | 

Mr. Power:~. They do not go above the Saguenay? 

Sir Henry Tuornton: No. . 

Mr. Power: Do they stop anywhere in the maritimes? 

Sir Henry Tuornton: I do not think so. This discussion might better 
come up under the Government Merchant Marine, when we will have the 
officers of the Merchant Marine here, and they can answer those questions in 
better detail than LI. 

Mr. Power: It is not quite clear to me how they compete with your 
vessels if they do not stop at Halifax. | 

Sir Henry Tuornton: I can-teli you more about that to-morrow, but I 
think if you will not mind we might let that stand until the Merchant Marine 
people are here. 

That completes the items, Mr. Chairman. 

The CuatrMan: Shall Sir Henry’s report to the Minister be accepted? 

Hon. Mr. Srevens: We are not quite through with that question of 
finance. I am not necessarily pressing that to-day, but I would just as soon 
leave the question open for a little while. We cannot carry the report at this 
time. 

Hon. Mr. Dunninc: There is no necessity for carrying Sir Henry’s report 
to the Minister. 

Hon. Mr. Stevens: No, but I do not want to be told later on that the 

discussion is closed. 
Mr. Geary: Will you explain to me the difference in the operating ratio 
between that shown in your report and that shown in the Deputy Munister’s 
report. Your operating ratio is 78.89-as against 78.79, and the increase in 
the operating ratio was shown in the Deputy Minister’s report as 83.59, which 
I believe includes the Eastern Lines. ° 

Sir Henry Tuornton: This report includes the Canadian National Rail- 
ways without the Eastern Lines, and that operating ratio includes the Eastern 


Lines. 
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Mr. Geary: In your yellow and blue you have not the operating ratio. £ 


carried out. ee 
Sir Henry THornton: No, it is simply a matter of a little arithmetic. 


Mr) Geary: So the operating ratio on the Canadian National Railways, — 


and the one you show, is for the central region, the Grand Trunk Western and 
the western region. ¢ See : 

Sir Henry THornton: The operating ratio is that for which we regard 
ourselves as primarily responsible. : 

Mr. Geary: That simply includes the lines I mentioned? 

Sir Henry THorNTON: Yes. 

Mr. Geary: It does not touch the Eastern Lines at all? 

Sir Henry Tornton: No. On the bottom of page 51 you will find the 
operating ratio of the Eastern Lines to be 112.6 per cent. 


Mr. Geary: But you have not shown the combined operating ratio any- 


where? 
Sir Henry THORNTON: No. 


Mr. Geary: Then I may take it that the Deputy Minister shows it in 


his report. | 

Hon. Mr. Dunnine: I can only presume so. Major Bell prepared that 
report. 
: Mr. Geary: The difference will be accounted for only by the fact that he 
probably took them all in. . | 

Hon. Mr. Dunnine: This is dealing with a previous year. 

Sir Henry THornton: I think that is 1927— 

Mr. Geary: Yes, but you have 1927 in here. You show that in your 
statement on page 5, and I wondered if you were going to carry it on. 

Sir Henry Tuornton: The Minister’s report has the Eastern Lines in-it 
for six months. 

Hon. Mr. Dunnina: What I expect has happened here—of course, I can- 
not speak for poor Major Bell in the matter—but I believe he endeavoured to 
work out the operating ratio for the whole, taking into account the six months’ 
broken period on the eastern lines. 

Mr. Geary: I wondered if you had checked up on that. 


Hon. Mr. Dunnine: I am sure the figures would check with the railway 


authorities. I can have it checked, if vou desire. ee | 
Mr. Geary: I thought if it was worth while treating it that way in the 
government report, it would be worth while treating it that way in the Canadian 
National report. 
Hon. Mr. Dunninco: There are a number of accounting questions raised. 
Mr. Geary: I would like to know how badly it is changed by~reason of 
the Eastern Lines. : | ae 
Hon. Mr. Dunninq@: There are a number of accounting questions involved. 


Perhaps Sir Henry might take that into consideration for next year in the- 


presentation of the accounts. 


Sir Henry Tuornron: The theory which the railway administration pro-— 
ceeded upon was that the implementing of the report which resulted in a 


reduction of freight rates in the maritime provinces created a situation for 
which the railway administration was not responsible, and therefore we should 


~ 


show these reports, as I explained the other day, in three ways: first, excluding — 
the Eastern Lines; secondly, including Eastern Lines; and thirdly, the Eastern 
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Lines alone. It really comes to the same thing if you include in the revenues 
of the Eastern Lines the appropriation which the government makes on account 
of the reduction in freight rates. It cancels both ways. 

Mr. Geary: I was wondering if we were getting a perfect picture of it. 

Sir Henry THornton: I think you are, because you have it three ways, 
and you can take it any way you like, either excluding, including or the Eastern 
Lines alone. 

Mr. Grary: If you would consider the suggestion of the Minister that 
perhaps*next: year the blue sheets might contain the operating ratio— 

Sir Henry THornton: I can give you that in two minutes. 81.8. 

Mr. Geary: If that is 81.8, you are just about where you were in 1927. 

Sir Henry THornton: 1927, was 84.8, and 1928 is 81.8. 

Mr. Gmary: That should be a good showing, because you have a full 
year in 1928, but had only half a year in 1927. 

Sir Henry THornton: Yes, that is the whole system; that includes the 
Eastern Lines. 

Mr. Geary: I would be glad to have Mr. Henry check that up. Sir Henry 
Thornton has it 81.8 this year, and 84.8 in 1927, as against Major Bell’s 83.59. 

Mr. McLean (Melfort): ‘Is one for the calendar year and the other for the 
fiscal year? 5 

Sir Henry THornton: I can tell you what that difference is. This year 
we merged. Instead of carrying the telegraph department as a separate com- 
pany, for convenience and for the purpose of economy we absorbed what was 
the telegraph company into the Canadian National Railways, and carriedf it as 
a department of the railway instead of a separate company. 

Mr. Cooper: In 1927 it showed’ the straight tariff revenues, and this year 
we have entered back as revenue the amount of the 20 per cent reduction. That 
was a suggestion of Mr. Stevens last year, and was carried out in the accounting. 
: Mr. Geary: So for 1928 you charged this account with the 20 per cent 
you have received from the government? 

Mr. Cooper: We credited to revenue the amount of the 20 per cent 
reduction which we collected from the government. We did not do that in 1927. 

Hon. Mr. Dunnine: That probably would account for the difference. 

Mr. Geary: The 20 per cent. you paid for their reduced rates was not taken 
Into account, 

Hon. Mr. Dunnine: Quite. We assumed that they got 80 per cent of 
what they ought to get from the shipper and 20 per cent of what they ought 
to have‘received from the shippers they received from the government, so the 
20 per cent is revenue. 

Mr. Geary: That is a consolidated fund expense to the country. 

Hon. Mr. Dunning: Yes, Parliament votes it every year. That is in the 
Department of Railway estimates. 

Mr. Coorer: You will find it set out on page 44, item 101a. 

The CHAIRMAN: And also on page 55, the last item. 

Mr. Geary: That will amount to about $1,200,000 more this year. 

Hon. Mr. Dunnina: All the railroads receiving it treat it in the same way, 
as freight revenue. 

Mr. Geary: I think that is fair. 

The CHairRMAN: Gentlemen, you have before you the analysis of the 1928 
operating expenses as compared with 1927, and have also the details of these 
operating expenses on pages 18 and 19. Shall we go on with a careful perusal 
_ of the analysis, or shall we go on to the details? Dye ve 
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Hon. Mr. Dunnine: The analysis first. We can more readily understand 
the individual accounts if we have the general analysis. eae 


Sir Henry Tuornton: As a matter of fact, when you complete this 


analysis you have practically completed the report. I will ask Mr, Fairweather 
if he will be kind enough to read the analysis. I presume you desire to have it 
read and then ask certain questions about it. ae 
Hon. Mr. Dunnine: It is divided into headings, and if the reader would 
stop at the end of each paragraph, questions could then be put and we would 
clear it up that way as we go along. : 
Mr. FairwEaTHER (Reading) : 


CANADIAN NationaL Ratways 
Analysis of 1928 Operating Expenses as compared with 1927 


In presenting the accounts of the Canadian National Railways last 
year, those of the Central Vermont Railway were excluded owing to the 
faet that this Company had been placed in receivership as a result of the 
disastrous floods which occurred in the fall of 1927. Although a plan of 
re-organization has been approved by the State Legislature of Vermont, 
this receivership has not yet been formally terminated. The accounts 
of the Central Vermont Railway are therefore excluded from those of 
the Canadian National again this year. ae 


Mr. McLean (Melfort): What progress is being made on the recommenda- 
~ tion of the road? 


Sir Henry THornron: The recommendation has been practically com- 
pleted, and it is anticipated that the receivership will be listed probably this 
Autumn. ; 


Mr, FarrweaTHer (Reading): 
Following the procedure of 1927, the income account of the lines 


_ east of Levis and Diamond Junction are shown separately, although - 


for convenience, a consolidated income account, including the Eastern 
Lines, has been compiled and will be found on page 55 of the annual 


report. In the following analysis the Canadian National figures will — 


be given first and then those of the Eastern Lines will follow. 


Mr. Geary: I was going to say that since you are taking into account the — 


twenty per cent, is there any occasion for separating the Eastern Lines any 
further? ae 

Sir Henry Tuornton: I think it- gives a better opportunity for comparison 
when they are separated. It does not really make a great deal of difference, so 
far as the figures are concerned, but we thought it would give a better picture 


and permit of more intelligent criticism if we gave the two separately, and I 


think we have to do so under the Act. 

Mr. Geary: I am speaking of the general showing which is not a matter 
of the Act at all—such as operating expenses, etc. cot ae 

Hon. Mr. Dunning: It is a matter of the Act, for the reason that in 
addition to the twenty per cent, the Act provides for the Government of Canada 
to pay to the railways the operating deficits of the Eastern’ Lines. 

Mr. Fairwearuer (Reading): 


In 1928 a different accounting method has been used in dealing with 


the revenues. and expenses of the Telegraph Department; formerly it was 
the practice to account for the Telegraph activities as a separately 
operated property so that only the net result was included in the system 
[Sir Henry W. Thornton.] z eee 
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, accounts. This year the revenues and expenses of the Telegraph Depart- 
ment have been consolidated with those of the railway by primary 
accounts. For convenient reference, the 1927 accounts have been restated 
on a comparable basis. 

sees The operating expenses of the Canadian National Railways are 
classified in accordance with the accounting rules of the Dominion 


ae Bureau of Statistics, and are divided into 141 primary expense accounts, 
these being grouped under 7 main heads, with self-descriptive heads as 
follows:— 
(1) Maintenance of Way and Structures........... gis ran 40 primary accounts 
(2) Maintenance of Equipment............-.+--++s5e e+: 24 ss 
Ga ERT AIAG. doko M co CRrecn ads lot oak hoba gesagt sae Oren erace 10 ee 
(AYE FANSPOTTALION: oi. aon ee sear ieee ree i ny settle os 49 ss 
(5) Miscellaneous..... Baro here atae Hate ing Sees ca mat et 5 3 
(Gn Creneia lege 6 mite toe ht mas aia Me ane Ut erm we rig ne 12 be 
(7) Transportation for Investment Cr..............+-+-- 1 - 
= TRO oo ates tees Ce es Kee eR 141 bh 


_ Mr. Gary: The express items have not been segregated, and have not 
been for years? 
Sir Henry THornton: No. 
Mr. FarRwKATHER (Reading): we 


The comparison of expenses under these heads for the years 1927 and 
1928 follows: : 


Tota, OPERATING EXPENSES 
Decrease or 


1927 1928 increase 

Maintenance of Way..........-- $43,174,956 45 $ 48,010,559 17 $ 4,835,602 72 

Maintenance of Equipment..... 44,560,390 31 47,918,236 40 3,357,846 -09 

TANG (os ors NUR h aimee: oer 6,734,641 64 7,047,167 70 312,526 06 

a Transportation..............-.. 100,967,491 59 107,963,695 15 6, 996,203 56 
Miscellaneous......... Seton raises 2,237,549 94 2,329,281 21 91,731 27 

Caneral x Se Ree aoe ys oie eh 6,617,160 92 6,785,668 17 168,507 25 

Transp. for Invest. Cr.......... 976,406 56 1,806, 264 12 829,757 56 
if e = $903, 315,684 29 $218, 248,343 68 $ 14,932,659 39 


Mr. Power: What does that last item represent? 
: Mr. Farrweaturer: Freight revenue collected by the company for the 
- movement of material used chargeable to.capital account. That is, for the 
construction of a branch line if we ship materials of construction to that branch 
_ line, we treat the expenses of handling the stuft as a capital charge. 
Mr, Powrr: Where do you set out your expenses for the transportation of 
- coal? , It would not be in that item? 
3 Mr. Farrweatusr: No. The transportation of materials for the com- 
 pany’s ordinary use is not charged in that account. It is absorbed in the 
operating expenses generally. 
Mr. McLean (Melfort)=> It will be absorbed in the transportation account? 
Mr. FarrwEATHER: Yes. 
‘Mr. McLean (Melfort): In that last item, if you move material for capital 
investment do you charge a company rate or a general rate? 
a Mr. Farrweatuer: There is a rate fixed for it. I think it is seven 
mills. 
Mr. Cooper: If the tariff rate were lower than seven mills, we would 
charge the tariff rate. 
Mr. Geary: What are your primary accounts, in general? I think there 


-are only twelve of them. 
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Mr. FarrweatHer: You will find them in the annual report. nA 
Sir Henry THorNtoN: We will come to them as we go through the 
analysis. a | | 
Mr. Fatrwratuer: ‘They are inthe analysis on page 22. The general 
rate is dealt with later on. 


Mr. Geary: You do not absorb in that account your overhead and main- . 


tenance of way? 
Mr. FarrweatHer: The general officers would be in this account, but the 


minor supervisory officers would be in the appropriate account. General expenses — 


are supposed to represent the expenses involved in the general conduct of the 
company’s business. 
Mr. Geary: You do not subdivide them proportionately? - — 
Sir Henry THornton: No. You will find them more or less subdivided 
in the report. | 
Mr. FairwreatHer (Reading): 
The expenses may be further divided for the purpose of comparison, 
between employees’ compensation and other expenses. This comparison 


follows: 
EMPLOYEES’ COMPENSATION 
. Decrease or 
1927 1928 increase 
Maintenance of Way....«........ $ 24,242, 126 $ 26,079, 435 $ 1,837,309 
Maintenance of Equipment..... 23,582, 400 25,088, 758 1,506,358 
SET ALG. i oe aie bh ee ee 3, 146, 239 3,398, 563 2527 B04. 
‘Transportationyo. ie ae 66,463, 198 71, 222, 686 4,759,488 
Miscellaneous...) 200 ae 1,095, 720 pa be tee We 81,455 
Gemerad i cnadinck at wen ea eee 4,250,971 4,311,344 60,373 


$122,780,654  $131,227,961 $ 8,447,307 


Mr. Powrr: Have you worked out an average of the wages of the 
employees? 


Mr. Farrwnatuer: We worked it out, but I have not it available at the 
Moment. It could be readily obtained, 


Mr. Power: It might be interesting to get the average wage of the 


employees other than those acting in an executive capacity. 


Sir Henry THorRNToN: We can easily get that. We can give you the 
average compensation of all employees excepting those included in the gen- 
eral expenses. Would that meet your point? ae, 

Mr. Power: I think that is what I want. 9 


_ Hon. Mr. Dunning: There would be a possible complication there. If 
1t were stated on the annual basis—some of the men do not work all the year. 
Sir Henry THORNTON: We can strike an average which would be quite 
accurate. Of course, included in that would be a very large number of clerks. 
| Mr. Power: J would like to get away from the clerical staff altogether. 
I suppose then necessarily you would only give me the wages of those who 
were perhaps members of the brotherhood, we will say. 
Sir Henry Tuornton: We could not separate it on a union basis, because 
we do not know how many of our men belong to the union. We suspect a 
very large number do, but there are a number that do not. ee 
Mr. Powkr: Do all of your employees belong? : 
Sir Henry Tuornton: Not all. 
Mr. Power: All those engaged in operation? 
[Sir Henry W. Thornton. ] 
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Sir Henry THornton: You can say that substantially, but you cannot 
say that every individual does. There may be some who do not. 

Mr. Power: You have an arrangement with your employees? 

Sir Henry TuHornton: Yes, but they do not all belong to the union. 
You can say this, and it would be substantially correct, that for the purpose 
of answering your question, substantially all of the employees of the trans- 
portation company belong to some union or not. There will be some who do 
not but the percentage would be relatively small. 

Mr. Power: Leaving that out of the question, I would want those who 
come under the schedule which is in force by arrangement between you and 
the brotherhood. | 

Sir Henry THornton: The answer to that would be the schedule rates, 
and we can give that to you at any time. 

Mr. Power: I do not suppose you could divide it in any way without 
considerable trouble, say, those doing the manual work and those doing office 
work. : 

Sir Henry THornton: We can probably do that. 


Mr. Cooper: We can give it by maintenance of way employees, trans- 
portation employees—different classes of employees. 

Sir Henry THornton: Is an engine man working with his head or his 
hands? The answer is that he works with both. What are you trying to 
get at? If we knew what you had in the back of your mind, we would know 
what to do. 

Mr. Power: I want to know what the average rate of wages of the 
employees is on the Canadian National Railways, other than the clerical 
stafi—other than those holding clerical positions. 

~The Cuarrman: He is proposing to give it by classes. 

Mr. Geary: Is it possible for you to give an average rate for the drivers 
of engines? 

Sir Henry THornton: Yes. 

Mr. Geary: There are different classes of drivers? It depends somewhat 
on the run, does it not? 

Mr. Brett (St. Antoine): How do your rates compare with other rail- 
roads, such as the Canadian Pacific Railway? 

Sir Henry THornton: Practically the same. | 

Mr. Geary: When you have a question of wages arising do you treat with 
the brotherhood or a committee of the men? 

Sir Henry THornton: It is the same thing. We deal with a committee 
of the men, but it is a committee of the brotherhood, and if there is any 
disagreement the officers of the brotherhood would be immediately called in 
by the committee to assist them in their negotiations. To all intents and 
purposes it is a committee of the brotherhood. 
pe Mi Mine: How do the rates compare with the Canadian lines and the 
American lines? ” | ) 

Sir Henry TuHornton: There has always been a certain spread, a cer- 
tain differential between the wages paid on the American railways and. the 
Canadian. It is about 5 per cent. 

Mr. Powrr: Is the so-called McAdoo schedule still in force? 

Sir Henry THornton: No. 

Mr. Power: Has it been substantially modified? 

{Sir Henry W. Thornton.] 
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Sir Henry THORNTON: Yes, I should say it had. 
Mr. Power: Is it still in effect in the United States? 


Sir Henry THornton: No. 

Mr. Geary: But your wages rise and fall—if they ever tall meee or 
less relatively with increases and decreases in the United States? - 

Sir Henry THornton: Unquestionably. We find that to be exactly the” 
case. For instance, we are in this position now;-the American railways have 
given certain increases and we shall have to keep pace with those increases 
and preserve the present differential. Any wage movement in the United 
States which affects the general scale of wages on railways is immediately felt 
by both the Canadian Pacific and ourselves. 

Mr. Power: Has this: differential been more or less established in con- 
junction with your employees? 

Sir Henry THornton: I should say that probably that question can be 
answered in the affirmative as accurately as any other way. 

Mr. Power: You have arrived at this set of wages by agreement with | 
your employees extending over a period of time? 


Sir Hunry THornton: Yes, the experience over a certain period of years 
has brought us to this differential which now exists. 


Mr. FarrweaTHEeR (Reading): : 


BUS eS Nc Sa ee a 


MatTERIALS AND MISCELLANEOUS 


Maintenance of Way............ $18, 932, 830 $21,931,124°> $ 2,998,294 
Maintenance of Equipment..... 20,977,990 22,829,479 1,851,489 
TE PRE CE Ss so aa eden atone we eee 3,588, 403 3,648, 605 60, 202 
Transportation.......2... bt ie 83,021,181. ©. 34,934,745 1, 406, 958 
Miscellaneousicc site fC kee 1,141,830 1,202, 106 60,276 
Genera La ete Seg eed ene 2,366, 190 2,474, 324 108, 134 _ 


_ $80,535,080 ~ $87,020,383 $ 6,485,353 


Mr. Geary: Does that not mean increased employment of men? 


Sir Henry THornton: Oh yes. What happens is this: let us suppose 
that the volume of freight movement increases. That means that immediately 
a number of firemen are promoted to be engine men, and a number of brakes- 
men are promoted to be conductors, and their places in turn are taken by 
new men who come into the service, and who in time will move up. The in- 
crease in the number of men on the oes last year as compared with the 
previous year was 4,000. 


Mr. Geary: Do the men get any benefit from the increased work avail- — : 
Sir Henry THornton:— Yes, their monthly earnings become greater be- 
cause they run more continuously, eS 


Mr. Geary: So that both factors operate there? = a 


Sir Henry THornton: Precisely, and of course increased frafic means ~ 
more men to keep up the track, and more cars moving through the yards mean > 
an additional yard clerk here and there, so that an increase in freight move-_ 
ment finds its way into a number of different classifications of employment. — 


Mr. CantLtey: With reference to the question of maintenance of cates | 
ment: last year you were good enough to give us a memorandum showing the 
number of wooden cars which you destroyed or retired, and the number still” 
in use. Will you give us that information again? ~ 


Sir Henry THornton: Yes, we will be glad to. 5 
[Sir Henry W. Thornton.] 
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| | [ . 
| Hon. Mr: Dunnine: That is partly dealt with in this analysis, but per- 
haps not as completely as Colonel Cantley would require. 

Mr. Geary: May I ask a question here which occurs to me, but which 
perhaps is not quite relevant to the question under discussion? Formerly, 
you cited water-borne traffic as being a factor in your competition as regards 
‘rates. You do not say anything about that this year. Does that mean that 


you are not suffering any more? It means in last year’s report you commented 
on the effect of that. 


Mr. Henry: You refer to the competition on the lakes? 

Mr. Geary: Yes. 

Mr. Henry: It is always there and always has an effect. 

Mr. Geary: I was wondering if it was hurting at all at the moment, I 
remember seeing it somewhere. 

Sir Henry THornron: Let me make a note of that, and I will tell you 
about it to-morrow. 

Mr, Geary: Here we have it, “Our revenues continue to be adversely 
affected by competition of water carriers; also by motor truck. and bus com- 
petition.” Es 

Sir Henry THornton: That still exists. 

_ Mr. Geary: Do you consider the motor truck competition a serious one? 

Sir Henry Tuornton: That is a contentious subject. We hear a good 
deal about competition of motors and buses, but competition between the motor 
buses and the railway would not be so bad for the railway if the railway could 
get rid of its short haul freight and passenger trains, eyen though that traffic 
went to the road. Where it hits us is that a motor line will be put on there for 
freight or passengers and they will make a material inroad in our revenues and 
take traffic away from us, but we cannot temper the wind to the shorn lamb 
by taking off our trains. We still have to run the trains because we must furnish 
that rail accommodation to the public. Now, wherever we can we do take off 
our service, but it is very, very seldom that you can meet the competition and 
reduce your expenses by taking off service. That is one point of view. 

The other point of view which of course is well known is that the railways 
in general have had a very large freight traffic which originates from the traffic 
of motor companies, that is to say, automobile manufacturers and all of the 
‘indirect and allied traffic which is provoked by the manufacturers of automobiles. 
Consider, for instance, the Grand Trunk Western. We load every day eight 
hundred cars of automobiles, and by far the largest percentage of that, traffic 
moves either to the Niagara gateway or through the Montreal and Rouses Point 
gateway. It represents a very large and lucrative traffic, a traffic which we will 
be very loathe to lose. If the question were put to any railway officer, “ Would 
you if you could annihilate the whole of the motor business, the manufacture 
of motor cars?” he would unquestionably say no. We could not afford that at 
all, so it depends on the point of view. 7 
__Mr. Geary: I think I remember you saying something not very long ago 
to that effect. 

Sir Henry THornton: Yes, I did. The business which accrues to us from 
the manufacture of automobiles is a highly lucrative and remunerative business 
which we would dislike to lose, but, like everything else, there is always a crab 
in everything and one of the crabs is the competition we experience from the 
use of motor buses, motor cars and automobiles on the highway. 

Mr. Geary: A great deal of that business finds its way to the highways? 

Sir Henry THornton: Yes, and unfortunately we cannot meet that in 
a measurable degree by taking off service. ea : 

84024—2 (Sir Henry W. Thornton.] 
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Mr. Geary: And your rates are still affected by the water-borne traffic? 
Sir Henry THorNToN: It is like the poor; it will always be with us. — Fe 
Mr. Gary: So the elimination of this reference this year does not indicate 
any change of view? | | ) 
Sir Henry THornNTON: No. We mentioned it last year and we supposed — 
that everybody~knew it existed and there was no need of mentioning it again. 
Mr. Géary: But there are compensating features in connection with motor | 
buses? 2 
Sir Henry THornton: That is true. You never get, everything you want — 
in this world. | ’ : os 
Mr. McLean (Melfort): You are-getting to the stage where you do not | 
want anything you want. : s . : 4 
Sir Henry Tuornton: I have not reached that stage of philanthropic — 
blessedness. We want all the traflic we can get, and will fight for it as hard as — 
we can. Z 
Mr. FarrweatHer (Reading) : 


The increased expense on wage account amounting to $8,447,307 was 
brought about by increased employment to the extent of $7,085,000, — 
made necessary as a result of increased traffic, and to an increase in the © 
average rate of compensation per employee amounting in total to $1,362,- 
000. There were no wage increases granted in the year 1928, but certain © 
increases granted the previous year operated in 1928 for a full year as 
compared with a part year in 1927. iS 

The increase in materials and miscellaneous amounting to $6,485,000 
is made up as follows: : 


" 


* 


Ei 


: 


Decrease due to price changes....... 05. 0:.2e heres eee eee ee neers ees $1, 712,000 : 
Increase due to Additional Material..............4. sees see eet reese 8, 197, 000 a 
: Total. os One ee $6; 485,000) <8 


An analysis by class of materials follows: 


Changes in Price Changes in Quantity 
Increase Decrease Increase 

APY og ris eee ees an athe eee $ 62,000 Re $ 215,000 | 
Rails ee al. CeCe on eee 136, 000 1,211,000 oo 
Byer hata ue are ena a Rey Tiger ernie Cae Gora arch $ 757,000 1,713,000 
Miscellaneous Material.:.... 02... 000 esse ee ees 1,003, 000 5,058, 000. : “=e 
Ratlos Tax iow oie cca iy owe teas so te oo aie inoahe 150, 000 = 

Potala eae $1,712,000 $+, 197,000 S 


Mr. Grary: What does “ Miscellaneous Material” mean? Re ene 

Sir Henry THornton: That means everything else but rails, ties and coal. 

Mr. Farrwearuer: Do you want me to name some of them here, “ air 
brakes, axles, batteries, belting, belting compounds, brake beams, brake shoes, 
casings, cement, coal’’—everything. | ae 

Hon. Mr. Dunnine: You have only got down to the C’s. 

Mr. Farrweaturr: Yes. The last item is zinc. 

Mr. Power: What is the chief item? Pe. 

Mr. FarrweaATHER: That would very likely be lumber or cement—one 0: 
the other. ee 


Mr. Canruey: Structural steel. 
{Sir Henry W. Thornton.] 


é 
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Mr. FarrwEaTHeR (Reading): | 
Distribution of changes due to price differences is as follows: 


Price Changes 


Increase Decrease 
lps i HOI ties ME Ne IMR oo Sater spt a Ne ei eR Tht ape cea Bae ea $ 62,000 
AR eee ON cee TAM ey MELO tay eet ie at oe ale Ses deal ula i al 136, 000 
ISURTTE Sg GEN RRR eh Dente a eS Oe iter Oe Hel AMR One ee Die te are AN $ 757,000 
NPIRCOLLATIOCOUS. MO ALETINI co. serio has Seonc ore Cale. Pw aa Oh ROO 1, 003, 000 
Pleas Wak eek ea ere podiiy  oe ete NE Mg ere et Le 150,000 
S BU LOGARIET  POO Miramar eek gi te cater srg ae we ig ete eg $ 1,712,000 


_-Mr. Powrr: Can you explain the reason for the decrease in the price of 
coal? 
Sir Henry TuHornton: The answer to that is that the price of coal went, 
down, and probably by more skilful competition. 
Mr. Power: Do you buy your coal:in the maritime provinces? 
Sir Henry THornton: Yes. I will tell you all about that. I knew that 
would come up. 
“ Mr. Power: I only wanted to save you the trouble of answering Colonel 
Cantley. : ; 


Sir Henry Tuornton: It is rather a shame to steal Colonel Cantley’s 
thunder. 


Mr. Cantiey: There is still plenty of time. 


Sir Henry THornton: Mr. Bond is here and can tell us all about coal. 
_ What questions would you like answered? 


Mr. Power: [I will ask Colonel Cantley to question him about that. 


Sir Henry THornton: Colonel Cantley, Major Power passes the. buck 
to you. Do you wish to ask any questions? 


Mr. Canttey: Not at this time. 
Mr. Farrweatuer (Reading): 


4 


The distribution of changes in expense due to differences in quanti- 
ties of materials used is-as follows: 
Changes in Quantities 


- Increase 
SRS SMa SW 5 Nat ate AP lanl eer cw ich agen yea tt i ee Ae a ama $ 215,000 
ORS hen een eae ee FROSTY ee MO a aed cee ae 1,211,000 
TET see ed Tea en ak RE ee SRN eS Fey atin tn al = A 1,713,000 
Material (Miscellaneous)......... LE EOE aE LOC CRE SOT iy OF 5, 058, 000 
SE ODHAe ak eee eiatn len a a ty eae hte oe Ss, $ §8,197,00U 


In order to make a more effective comparison with previous per- . 
formance from the point of view of operating efficiency, it has been the 
practice of the Canadian National Railways to take into account certain 
of the larger factors causing variation in expense. The principal ones 
given consideration being changes in the compensation of the average 

- employee, changes in the average price of materials, variations in volume 
of traffic, and wealthy conditions. The annual report reveals that from 
the standpoint of gross revenue, there was an increase in receipts amount- 
ing to $27,915,547 compared to the preceding year, and as rate reductions 
amounting in total to $908,000 were offered in the year, the comparative 
volume of traffic shows an increase of $28,800,000 above that of the pre- 
vious year. This represents an increase of 11.6 per cent in volume of 
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transportation rendered to the public. The total operating expenses have 
been shown to be $218,248,344 as compared with $203,315,684 for the. pre- 
ceding year, representing an increase of $14,932,660, or 7.35 per cent. An 
analysis giving effect to the factors indicated above reveals that the 
increase of 11.6 per cent in volume of transportation service was obtained 


with an increase of 7.8 per. cent in equated expenses, which is in exact 


accordance with modern theory of cost studies of railway operation. _ 


MAINTENANCE OF WAY AND STRUCTURES ~~ 


The first main group of operating expenses is Maintenance of Way 
and Structures. The expenses under this heading for the year 1928 as 
compared with the previous year were as follows: 


11! 1: eae sn Mn ei AM ee P cen RAN THY eh Gre Bek oy Pk -48,010, 559 
Intréase 3) oy ee ae ee eee $ 4,835,603 


Ry Re ESS eee See See 


il 


er : a eae 


The increase in expense is attributable partly to demands madé by 


increased traffic and partly as a result of continuing the program of © 


improving the track structure where necessary by the application of 
heavier rail and crushed rock ballast. A 


Mr. Canriey: What has been done in the matter of replacing wooden 


trestles with steel? 
Sir Henry Tuornton: Mr. Hazen will answer that question. 
Mr. Hazen: During the year there were 89 trestles eliminated by filling, 


totalling 15,498 feet, and replaced by steel or concrete, 4 trestles totalling 761 


feet. 


of feet of trestle replaced either by filling or by permanent structures. 
Mr. Hazen: 16,253 feet. 
Mr. Canriey: Track feet? 
Sir Henry THornton: Yes. Does that answer your question? 
Mr. Cantuey: The first part of it. 
Sir Henry Tuornton: How much? 
Mr. Cantiry: How much of the original trestles remain unreplaced. 


Mr. Hazen: We had some trestles in our reconstruction last year. What 


Sir Henry Tuornton: Mr. Hazen, give Colonel Cantley the total number 


we built totalled 7,021 feet. The total number of timber trestles at the end oars 


December, 1928, was 3,219, totalling 413,736 lineal feet, an equivalent of 
78.35 miles. ate 
Mr. Cantey: How did that compare with a year ago? +i 


Mr. Hazen: There were 16,200 feet eliminated, 7,000 added. There are 


9,000 feet less. 
Mr. CantLEy: What is the average age of a trestle? ae =, 


Mr. Hazen: That would be hard to answer, because they are replaced he 


from time to time. a 


Mr. CantuEy: What is the age of the oldest one? | 8 bs 


Mr. Hazen: The oldest timber trestle would be about fourteen or fifteen 
years. . 
Mr. Cantuery: Is that not about the ultimate life? 

Mr. Hazen: Yes. 


Mr. Cantuey: So there will\be large replacements due in the near future? 


[Sir Henry W. Thornton.] 
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Mr. Hazen: Some of them would last only ten or twelve years. 

Sir Henry Tuornton: The replacement is going on year by year. 

Mr. Cantey: I would be glad to have a memorandum of that information. 

Mr. Dunnine: It will be in the record. 

Mr. Geary: Are they replaced only because of deterioration? 

Mr. Hazen: No, not altogether, alfRough we do not replace any until they 
are deteriorated. : 

Sir Henry THornton: We would not tear out a perfectly good wooden 
trestle and replace it with steel until the life of the wooden structure was nearly 
exhausted. 

Mr. Geary: Or until it became obsolete due to the increased weight of 
traffic? 

Sir Henry: Those cases would be relatively few. 

Mr. Canriey: You have increased the weight of the rolling stock very 
considerably. 

Mr. Hazen: And that necessitated the replacement of some structures. 

Sir Henry THorntTon: Some, but not a large number. 

Mr. Hazen: We can strengthen the wooden trestles to meet any increase 
in loading. 

Mr. Canriey: It is a pretty big question. At one time you had an 
enormous quantity of them. 

Sir Henry THoRNTON: It is a problem, but is one which every new rail- 
way has to meet. It exists, I believe, on the C.P.R. and most other railways. 

Mr. Cantey: My object was to find out how far you would go toward 
meeting that. 

Sir Henry Tuornton: It is not a problem which gives us any great 
anxiety. 

Hon. Mr. Dunninc: There were over 100 miles in 1923, and that has been 
cut down, even-including additions, to 78 miles. There is a substantial and 
progressive reduction there. 

Mr. McLean (Melfort): And a much larger mileage of road. 

Sir Henry Tuornton: There is a considerable sum chargeable each year 
to progressive elimination of wooden structures, and it will continue for many 
years. 

Mr. Geary: It is a current account; not a capital expenditure? 

Sir Henry THornton: If vou renew it with steel you have to charge to 
Capital the difference in cost of the renewal in kind and the renewal with steel. 

Mr. Grary:. You have no depreciation account set up to which that can 
be charged? © | 

Sir Henry Tuornton: No. That is taken care of by the annual renewals 
which are running into very substantial figures. 

Mr. Cantey: You credit an amount for betterments, do you not? 

Sir Henry Tuornton: No, you charge it to Capital. 

Mr. Geary: Then credit your account with what you would take out, and 
‘your plant account, roughly speaking, increases by the difference? 

Sir Henry THORNTON: Yes. 

Mr. Coorer: Write out the old structure and write in the new one. 

Mr. Jevuirr: In your new branch line construction you are using more 
permanent material. | eau 

Sir Henry THornton: That is a matter of judgment. There are some 


cases where this should be done; in other cases, it should not. 
- {Sir Henry W. Thornton.] 
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Mr. Cantiey: With timber increasing in cost, cement and steel are 
decreasing? : : 
‘Sir Henry THornton: That is undoubtedly a fact. The increased cost 
of timber has made more attractive the change to permanent structures. 
Mr. Geary: You credit the Plant,account with the original or book cost 
of the structure? aT : 


Mr. Cooper: Yes, and charge that to operating expenses less salvage. 
Mr. Geary: You also take the salvage into account. 
Mr. Cooper: Into the stock account. 


Mr. Geary: The charge you make to your operating account is just the 
book cost less salvage. : 
Mr. Coorrr: - Yes. a : . 
Mr. Beuu (St. Antoine): Under this general heading, this question might 
as well be asked now as later: in your traffic running north and south, originat- 
ing at United States points, and shipped by American railways, what revenue 
does the Canadian National Railways get from that traffic when it reaches your 
line, and what charges are made in general against the foreign lines when they 
are on your line in Canadian territory? | . | 
Sir Henry THornton: Do you mean how much gross revenue is derived 
from traffic which is moved over the line of the Canadian National system’ from 
one point in the United States to another? eee a 
Mr. Bex (St. Antoine): No, terminating in Canada, and what is the basis 
of figuring that revenue? : ae 
Sir Henry THornTon: That is all on the basis of an agreed division with - 
the American railways with respect to the application of the tariffs. These... 
proportions are all worked out and have been in existence for many years. 
They may vary from time to time, but not much. a ee 
Mr. Geary: Were not the pulp people at you recently for a through rate? 
Sir Henry THornton: That resulted, as I recall it, from the movement of _ 


pulp from Canada to certain points in the United States. It is rather an intri- 
cate question and I will ask Mr. Pullen to explain that. ur 


Mr. Putten: That was a question as to whether the United States lines 
were to apply their local rates from the border to the American destinations, 
and that question has not been settled yet. We do not know just what will take 
place eventually, as some of the American roads feel that they should have 
their full proportion of their local rates. The Canadian lines claim that they 
should not, and that is the way the thing stands to-day. How it will eventually 
work out, we do not as yet know. - 


Sir Henry THornton: There have been a number of meetings and con- 


ferences held to try to reach an understanding. So ee 
Mr. Geary: If they had their way it would result either in decreased pro-- = 
portions to the Canadian road, or increased through rates. = 
Mr. Putten: That is right. } : 


Mr. Betu (St. Antoine): I was trying to ascertain first of all how these : 
rates are fixed. Are they fixed by the Board of Railway Commissioners in 
regard to moving foreign traffic over your lines? ) ee =a 

Sir Henry TrorNton: They are fixed by negotiations between the traffic” ae 
departments of the respective railways—of the delivering and receiving railways. a 

Mr. Bert (St. Antoine): When you say “they are fixed,” would it be 
possible for your rates to be lower or higher than the rates of, we will say, the 
Canadian Pacific? | oe 

[Sir Henry W. Thornton.] 
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Sir Henry Tuorntron: No, because if they were lower or higher the 
railway which was the higher would find itself immediately affected and would 
have to meet the competitive rate. 


Mr. Bett (St-Antoine): That does not come up. 
Sir Henry Tuornton: ‘There have been no cases that I can recall. 


Mr. Henry: Generally speaking, Mr. Bell, there is an international rate 
structure which governs the movement of traffic between the two countries. 


Mr. McLean (Melfort): Is that largely based on the mileage in the two 
countries? Base . 


Sir Henry Tuornton: That is based on the factors which govern all 
freight rates, which no one has as yet discovered. 


Mr. Geary: I was thinking, when this came up that there was some sug- 
gestion last year that we have a sort of informal international Board of Rail- 
way Commissioners—Inter-State Commerce Commission. 


Hon. Mr. Dunning: The more I look into it, the less I like it. 


Sir Henry Tuornron: The more of these kind of bodies we have the 
lower our freight rates seem to become. ‘ 


Mr. Geary: That is on this side? 
Sir Henry THORNTON: Yes. 
Mr. Geary: Then perhaps we had better have one. 
Sir Henry THornton: You may-have it, if you-want it; it will only 
mean that we will make that much less money. 
—Mr. Geary: What you mean, Sir Henry, is that they get unfairly low? 
Sir Henry THornton: They might. 


‘Hon. Mr. Dunninc: And a good many other factors, I am sure, would 
occur to your mind. 


Sir Henry Tuornron: The next states how the increase was made up. 
Mr. FarrwkaTHeR: (Reading): 
This increase is made up of:— 


Decrease in Average Rate Increase in 


:, ; of Compensation or Price Quantity Net 
Z Papours. eee $e 7330,565 $ 2,172,874 $ 1,837,309 
WA veri. Och se ee ae 27,471 3,025,765 2,998, 294 


BOCA oa ike cue ote + $ 363, 036 $ 5,198,639 $ 4,835,603 


There were no changes in rates of pay, but the more effective elimina- 
tion of overtime and a smaller ratio of supervisory pay to the total made 
this decrease possible. 

Mr. Cantiey: What do you mean by the ratio of supervisory pay? 
Mr. Farrweatuer: That is the proportion of the number of officers to the 
men. (Reading): 

An analysis by class of materials follows:— 


Price Changes Quantity Net 
Decreases Increases Increases Increase 
Aes aee es a See EAS Uae Aah (eee We $ 62,380 $ 214,137 $ 276, 517 
gS Pit ES eee MS Rey ape ane Or rec gee ECP 135,570 1, 211,472 1, 347,042 
Other Mat. and Misc..........$ 225,421 ..... GEER: »1, 600, 156 t, 374,735 
$ 27,471 $ 3,025,765 $ 2,998,294 


———. 


> 
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The principal increases and decreases are as follows:— 


Increase 
Rails 2 eee Be piles See cle cage) tne ace he nea $ 1,347,042 
Track Laying’and:Suriacing s;Siieas ea eee ie ee eee 968, 277 
Roadway Maintenance: :.0.o)uc 6, hy oe ee ee ai 640, 338 
Other ‘Track Material). 2.0.0) ae tees OC pa coe oe tea 591, 987 
Ballastyn eee So tke TI a en 312, 498 
TES ENR eee REN tes CAR wy dere PONG EES arated Pm 2, 1 A aN 276, 517 
Superintendence see ep Pi toi aah tae ee hte ae ae 224,413 
Decrease 
Bridges; ‘Trestles'and Culverts... ya ue ee eee $ 392, 498 
Removing Snow, I¢e and Sand... 3.95." ee eee aoe ae 82,054 


The increase in rails was due to increase in price of $135,570 and increased quantity 
amounted to $1,211,474. 


Mr. Cantiey: On that, Sir Henry, what weight of rails are you using? 

Sir Henry THornton: Hundred pounds. | 

Mr. Cantiey: Are there heavier rails now being used? 

Sir Henry THornton: I think, if my memory serves me right, that the 
heaviest rails are about one hundred and thirty pounds to the yard. 

Mr. Grary: Is that the heaviest you use? é 

Sir Henry Tuornton: We are using the hundred-pound rail; that is our 
heaviest rail. That heavy rail to which I refer, one hundred and thirty pounds 
to the yard, would be used on very heavy traffic divisions on trunk line rail- 
ways; for instance on the Pennsylvania between New York and Pittsburgh, 
and the New York Central, probably between New York and Chicago, or some- 
thing of that sort. | ; 

Mr. Cantiry: The Sydney road, I think, has some one hundred and 


x 


twenty-seven-pound rails? 

Sir Henry Tuornton: Yes. 

Mr. Cantey: Sir Henry, what does it cost per mile to lift sixty or seventy ' 
pound rails and replace them with hundred-pound. rails? 

Sir Henry THornton: We can get that for you. 

Mr. Cantiey: You are doing a lot of it? 

Sir Henry THornton: Oh, yes. : 

Mr. Cantiey: It must be comparatively easy to get at, and I would 
like to have some idea of what the comparative cost would be. 

Sir- Henry THornton: Walter, can you tell us that? 

_Mr. Appteton: About $800 per mile for labour alone. 

Mr. Cantiey: I want to know what it costs to lift the sixty-pound rail, 
for instance, and replace it with one hundred-pound rails. | | 

Sir Henry THornton: We will get you that information. 

Mr, Geary: The very light rail you would place somewhere else? 

Sir Henry THornton: Yes, or most of it would be scrapped. 

Mr. Brut (St. Antoine): Your new locomotive, of the six thousand class, 
do they require a heavy rail. . 

Sir Henry Tyornron: Yes, it requires a heavier rail for the weight and 
also the speed; the weight is the greater factor. 

Mr. Brun (St. Antoine): That factor is steadily increasing? 

Sir Henry Tuornton: Yes. . 3 

Mr. Bey (St. Antoine): And you-are replacing them now with hundred- 
pound rails? : Z | 

(Sir Henry W. Thornton.] 
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Sir Hunry THorntron: Yes. é 
Mr. Cantey: Has there been any chemical change in the composition of 
your rails in the last two or three years? 
ir Henry THornton: No. 
Mr. FarrweaTuer (Reading): 


Track Layine AND SURFACING 


Track laying and surfacing, which shows an increase of $968,227, 
reflects the increased labour in connection with applying the increased 
rails, ties and ballast. There was an increase of 2,487,000 man hours 
in this account. 

Roapway MAINTENANCE 


The increase in roadway maintenance of $640,338 is chiefly due to 
the increased amount of work in maintaining the railway embankments 
made necessary as a result of heavy rains in the fall of 1927 and spring 
of 1928. The program of weed killing on the right-of-way, which has 
been inaugurated, has led to an expenditure of $50,000 on chemicals 
for this service. 

- Mr. Cantiny: With what results? 
Sir Henry THORNTON: Quite satisfactory results, Colonel. 
Mr. Canriey: What chemicals are you using? 
Mr. Hazen: We use Shipman’s non-poisonous weed killer. 
Mr. Canriey: Where do you get it? 
_ Mr. Hazen: They import it from France and Germany, and mix it out 
in Winnipeg. 
Mr. FarrwkaTHER: (Reading) : 


OruerR Track MATERIAL 


* The increase in other track material of $591,987 is in line with the 
increased rail program. 


BALLAST 


Ballast shows an increase of $312,497, which is due to the application 
of ballast on 438 more miles of track in 1928 than in 1927—miles 
ballasted in 1928 being 1,666 as compared with 1,228 in 1927. 

Mr. Canriey: Sir Henry, how are you solving the question of ballast 
on the Prince Edward Island Railway? 

Sir Henry TuHorNton: I think we bring all of our ballast from the main- 
land for Prince Edward Island. All the gravel ballast has to come from the 
‘mainland. I think Mr. Abbott can give you all the details of that. 

In what way do you mean are we solving it, so that I can answer your 
question-more intelligently? 

Mr. Canriey: Of course you are aware that the quality of ballast on the 
Island is very inferior, being largely sand, and I assumed you were doing some- 
thing to replace that by material from the mainland. | 

Sir Henry THorNTON: ‘That is what we are doing. 

Mr. Cantiey: Of the ballast, one sort would be eravel, and crushed 
rock, which would be something the same; the other would be blast-furnace 
slag. Have you'done anything with blast-furnace slag? 

‘Mr. Appteton: Yes, we have had some correspondence with the people at 


Sydney, with regard to the movement of slag ballast for the Island, but on 
[Sir Henry W. Thornton.] 
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account of the facilities and the cost of transportation we have not been able 
to make very much headway. Within the last three or four years we have 
moved a good deal of ballast by ferry, roughly about a hundred thousand 
yards, and we have the main line to Charlottetown and to Sunnyside in very 
good shape, as far as ballast goes. It is a very expensive proposition as the 
ballast costs us over two dollars a yard. 


Mr. Cantury: What is the difference in cost between the crushed slag 
and the gravel which you are able to get? 


Mr. AprLeTON: We would have to pay about forty cents a yard for the 


crushed slag at Sydney, and then handle it by water, and there would be the cost ~ 


of transporting it and putting it into the track. While it is a better ballast, 
we have not been able to make any arrangement with the people. 


ballast? } 

Mr. Apputeton: ‘The gravel ballast would cost us about ten or fifteen cents 
per yard on the cars, and the slag would cost us forty cents a yard at Sydney, 
and it is much further away. 

Mr. CantiEy: What is the relative cost of the feral types of ballast 
when you have them on the work? 

Sir Henry THornton: Will you answer that Mr. Hazen? 

Mr. Hazen: I have that here. Slag ballast costs $1.16 per cubic yard in 
the track. 

Mr. Appteton: And the other ballast runs about from 70 cents to $1 
according to the length of haul. We are using slag ballast on the Sydney sub- 
division altogether. Gravel runs from 70 cents up according to the length 
of haul from the pit. 

Mr. Hazen: My figures include everything. 

Sir Henry THorNTON: So that it comes to this that I understand that slag 
ballast runs $1.16 per yard, and the other ballast from 60 cents to $1. 

Mr. Cantiry: So that the comparison would be about 90 cents to $1.16. 
But weeds will not grow in slag ballast. 

Sir Henry THornton: Den’t they? They do. I was brought up on 
slag ballasts. I want to tell you that grass will grow on the head of a bald 
headed man. 3 

Mr. Cantey: I would like to get a little to grow on mine. 

The life of your sleepers is longer, and you have everything to gain. There 
is a case where you have to import the ballast from the mainland and I would 
throw out the suggestion for your consideration. I concede that there is slag 
ballast and slag ballast. 

Sir Henry Tuornton: I know that. I have seen more slag ballast than 
anybody else in this room. 

Mr. Hazen: That cost of slag ballast is the cost on the mainland. 


Sir Henry THorn'ron: ‘There is no question that slag ballast is better 


than any other form of ballast. But is it better to use the cheaper ballast? 


Mr. Cantey: My suggestion is that where you have to import ballast, as 
you have to do for Prince Edward Island, if you make the proper_ arrangements 


for transportation, 1 think there is going to be comparatively little difference i ines 


the cost. 


Sir Henry THornton: If the steel companies will sharpen tboik pencils 
and name a figure, we will be only too glad to co-operate with them and see if 
we cannot use slag ballast. 

[Sir Henry W: Thornton?] 


: Fae $ 
Fyn ale ipa aoe 3 ox ae 
Ga Ca Se) ee NT ee oe Sie 


Sir Henry THornton: How would it compare in cost with the gravek 
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Mr. Canotrzy: I am not speaking for the steel companies, but I would 

suggest that an arrangement might be made. 

Sir Henry THORNTON: We would be very glad to look into it. In principle, 
I think you and I agree. 

Mr. McLean (Melfort): Could you give us a cost of the slag ballast 
delivered, on the same basis as the eravel delivered on the Island? 

Sir Henry TuHornton: Supposing, to save time, Mr. Hazen prepares a 
little statement as to the cost of slag ballast per mile on the Island? 
_ Mr. McLean: Seventy cents and up might mean ninety cents, and we 
would like to have figures on the slag ballast delivered at the same points. 

Hon. Mr. Dunntne: It can be made comparative? 

Sir Henry THornton: Yes, we will do that. Go ahead. 

Mr. FarrwEATHER (Reading) : 

: TIES 


Ties show an increase of $276,517, which was brought about by an 
increase of 171,592 ties as compared with previous year. There was 
a slight increase in the average price—creosoted ties increasing from 
$1.43 to $1.51 and untreated ties from 72c. to 77c. The number of 
creosoted ties applied in the year was 1,485,619 and the number of 


untreated ties 5,773,431. 
“ Superintendence.”’ 


Mr. Geary: Would you mind leaving that item until to-morrow and let 
me know just what happened in regard to the Toronto situation, because that 
is chiefly brought about by some things there. I would like to know what 
happened about the change at the corner of King and Yonge? 


‘Sir Henry Tuornton: That has nothing to do with this. 

Mr. Geary: Then that is not what I want. If you will at sometime dur- 
ing the meetings of this Committee give me that information I will be obliged. 
Sir Henry THornton: Oh yes. Go ahead. 

Mr. FarRwWEATHER (Reads): ° 


SUPERINTENDENCE 


Superintendence shows an increase of $224.414 brought about by 
increased rentals for office space, chiefly at Toronto, and an increase 
in the supervisory staff and rates of pay for same. 

Lt Bringes, TRESTLES AND CULVERTS 

Bridges, Trestles and Culverts show a decrease of $392,498—a 
decrease of 12 per cent from the previous year. 

Removine Snow, Ick AND SAND 


, Weather conditions in 1928 were again favourable and it was pos- 
sible to hold this account to a minimum figure. The decrease, as com- 
pared with the previous year, was $82,053. 


MAINTENANCE OF EQUIPMENT 


The comparative expenditures of Maintenance of, Equipment, 1927 
and 1928, are as follows: 


TO Ties CP cae a a Ween i Menem Com Tey Sec saan ah wi onda eit A Wissel ease evigtntalimin ec OhEL NCS $ 44, 560,390 
ee cee aaa iret ees es eer ema res 6 die Maina Ait alee qeagsiase at en 47,918, 236 
THCTRAGE Is es as se ee es PEAR gar oe a: $ 3,357, 847 
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shows that the increase of 11-6 per cent in volume of transportation 


service was obtained with an increase of 7:5 per cent, which is in accord- _ 


ance with the modern theory of cost studies of this group of accounts. 


This increase in expense may be analysed as between labour and * 


material as follows: 


ANALYSIS OF INCREASED EXPENSE 
Decrease in Increase in 
Rate of |_ Compensation Increase in Net 
Compensation or Price Quantity Increase 
or Price 
Labour 60 ee re ee ke ered $ 214,059 $ 1,292,299 $ 1,506,358 
Material. 07 oo a eee $ 5182320" es oe cones 2,369, 809 1,851, 489 


$ 304, 261 $ 3,662,108 $ 3,357,847 


The situation in respect to condition of equipment at end of the year — 


as compared with the end of the previous year is: 


Serviceable 1927 Serviceable 1928 


Freight: Cars.) 2.00 opie 8 On ein cat Be danas 92-9 94-2 
TO COMO TIVES. trae ere geet ea eiednemrns Raticram 82-9 80-5 


These figures compare favourably with those of Class-1 roads in the 

United States, and indicate company’s equipment is being adequately 
maintained. 

Mr. Cantiey: What is the explanation of the discrepancy between those 

two items? . és 

Sir Henry THornton: Those items vary from year to year due to the 

conditions and circumstances. In general, the figures which have been given there 


n fa 
An analysis of the increased expense under this heading, giving 
effect to changes in prices of material and average rate of compensation _ 


in our report compare very well with what has been accepted first-class rail-, _ 


ways. The particular point that you ask is how is it that the serviceable loco- 


motive in 1927 was 82-9, and in 1928 80-5. That is not a serious matter. That 


is an ordinary fluctuation. I will ask Mr. Thompson to answer that in a gen- 
eral way. 


Mr. Tuomrson: The figure for 1927 was rather high, and the 80 per 
cent may be regarded as the necessary fluctuation from time to time in the 
program; but both figures are well within ordinary practice. 


Mr. Cantuey: Thank you. 
Mr. FarrweaTHer (Reading): 


_ The principal increases and decreases in the primary accounts under 
this heading are: f 


Increases 
Freight Train’ Car Retirements! vis.a ce ee les eee eels $ 1,173,249 
Freight ‘Lram Gar: Repairs:.ova.ce ae oe aoe ee ee 951,089 
Steam Locomotive Repairs............ came eaten erin ile AiR eee 901, 252 
Work.Hquipment, Repairs: J-7 et ear OY eee 263, 968 
Passenger Train, Car Repairs. chasse ak tai eis io eae ae ane 239, 625 
Depreciation Us, Sx Dinesh sce ee een a ae 119, 142 
at i Decreases 

Steam Locomotive: Retirements: f2 2c. fi ie oe a ee ee ae $ 440,448 ~ 


FreicHt TRAIN Car RETIREMENTS 


The largest increase is in freight train car retirements which shows ee 


an increase of $1,173,249. This is brought about by heavy retirements 
which are effected in the year—4,438 system cars were retired as com- 
pared with 2,957 in 1927. 

[Sir Henry W. Thornton.] 
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Mr. CantTLey: That is certainly in the right direction. 
Mr. FarrweatTHeR (Reading) : 


Freigot Train Car ReEpArRS 


Freight Train Car Repairs show an increase of $951,089. This 
represents an increase of 6-2 per cent over the 1927 expense and was 
to be expected in view of the increased traftic. 

; StmamM Locomotive Rpparrs 


Steam Locomotive Repairs increased $901,252. This represents an 
increase of 6.2 per cent, which is in line with the increased traffic. 


Work EquipMeNtT REPAIRS 


Work Equipment Repairs increased $263,968 due to more extensive 
repairs to this class of equipment and to an increase of 437,481 work 
train miles as compared with the previous year. 


PASSENGER TRAIN Car REPAIRS 


Passenger Train Car Repairs show an increase of $239,625, which is 
largely due to the increase of 7,902,174 passenger train car miles as com- 
pared with the previous year. 


DEPRECIATION UNitTEp States LINES 


Depreciation of equipment on United States Lines increased $119,142. 
This increase is caused by the application of depreciation percentages 
for the full year 1928 on equipment purchases made during 1927. 


STEAM LOCOMOTIVE RETIREMENTS 


Steam Locomotive Retirements show a decrease of $440,448. The 
number of system locomotives retired in 1928 was 49 compared with 97 
in 1927, a decrease of 48. 

Mr. McLean (Melfort): Perhaps at this stage, Sir Henry, you might tell 
us whether you spent some money on buying or hiring cars to move the crop 
last year. 

Sir Henry THornton: Yes, the account will show that we spent more 
money for borrowed cars for the movement of traffic in 1928 than in the previous 
yyear—an increase of two million dollars. 

Hon. Mr. Dunnine: That is shown on page 17 of the accounts. 

Mr. McLean (Melfort): We will come to that later on? 

Hon. Mr. Dunnine: Yes, that is in the accounts. 

Mr. Cantiny: What was the total loss in the passenger traffic last_year, 
as compared with the previous year? 

Sir Henry THornton: ‘That is a pretty hard thing to get at, Colonel. 

Mr. Cantey: You gave us the figures at around six millions, I think, 

—~ about two years ago. 
Sir Henry Tuornton: I can give you some figures perhaps to-morrow 
‘or the next day about that. Go ahead. 


Mr. FatrRwWEATHER (Reading) : 
. {Sir Henry W. Thornton.] 
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TRAFFIC 


The comparative expenditures in 1927 and 1928 for traffic expens 
are as follows: 


1 ODT cy a IS a ec Sane eS on pee Oy nce $ 6,734,642 
NOIR ec sk as eg ie wha pe a ge ae A ea eats ore anaes acre ao etr . 7,047,168 Bi 
Tnerease. soo.) Dea Pie Vw sce aie tes Se aie ae cern et Bae cee $ 312,526 - ae 


“ay 


2 
4 
a 
= 

Ted 
ae 


An analysis of this increase as between labour, material and mis- — 
cellaneous is as follows: ae 


S Increase ay 
Os area eee ee ore nse NT rr PRE rg ay aon Te $ 352,324 . 
Material 0 ask oh he Sr is ee eaten Fae pee oer 60, 202 


The principal increases and decreases of the primary accounts are: ie 


Outside Agencies. «4c. PS Sos eee mes Oe pong eee $ 138,902 ses 
Advertising: saioc Sea oe OT, Eee te ee 85, 276 # 
Colonize biome eo as diye bt Coarse asi gon oa 40, 200 


The intreased expense in advertising and in outside agencies ig due — 
to a general strengthening of the traffic soliciting organization. a 
Mr. CantiEy: What is meant by ‘“ Outside Agencies ”? : 
Sir Henry Tuornton: That is agencies off the line of the railway. : 
Mr. FarrwreaTHeR (Reading): 


TRANSPORTATION EXPENSES 


The comparative expenses of conducting transportation in 1927 and — 
1928 are as follows: 


1997202 BR RE ae OS evn ae ea ts ce eee $100, 967, 492 
TOOR ee a Oe ye rr eee ce geet antec ate ea a a ene 107, 963, 695 
TNGTORSE ks ie ee oe eas ir Te me ee ate $ 6,996, 204 


These figures represent the transportation expense applicable to the 
movement of all traffic including the cost of moving materials for con-- 
struction work on capital accounts. 

An analysis of the increase in-expense, taking into account variations. 
in the average rate of compensation and changes in the price of material, 
shows that the increase of 11.6 per cent in traffic was obtained with an 
increase of 6.4 per cent in the equated expense. Since the modern theory 
of cost analysis would indicate an increased expense of 9.8 per cent, it. 
will be seen that the performance on transportation account is quite 
creditable and represents an economy due to more efficient operation of 
$3,180,000 as compared with the previous year. : 

The analysis of this increase as between labour and material is as. 


follows: 
Price Changes Increase in Net 
Increase Decrease - Quantity _Increase : 
Labour... ¢ 2200 ee eee $1,270,270 $3,489,218 $4,759,488 
Materials... -steas aa 1 O8054302 Cae ees 3,317,473 ~ 2,236,716 


ore ee re eee 


$ 189,513 $ 6,806,691 $6,996,204 


[Sir Henry W. Thornton.] 
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Mr. Cantiry: You said that the decrease was due to decreased compensa- 


tion—is not that due to better handling? 


Sir Henry THornton: It means that less money in the total was paid. 


No wages were reduced, but it means that we handled the business with fewer 


The CHarrMan: And less part time. 
Mr. Farrweatuer (Reading): : 
The principal items of increase by primary accounts are as follows: 


PUGLIOT LWECONIOWU VES. os ol ae ee Po $955, 819 
asin MMpineMmon Wo; cee ta a. eee ee te tS ee GAB es 911,957 
PUYAINIM Giese sacs sores os eae Oe a ane Gk oe hee ee, in ee 762, 136 
Train Supplies and Expenses...................... Sifgea ee ease > Geaae 737 , 240 
Bsation iomiployees 2) i ee a ae Rie alge: Pipa wee 583, 325 
Telegraph and Telephone...... Se aie ORAM ana oc Sat Ay ac epee a 2 - 522-805 
Yara Conductors and: Brakempn... 23.5 Pcl 382, 279 


Furet ror LocomMorives 


The increase in fuel for locomotives of $955,819 is divided between 
fuel for yard locomotives and fuel for road locomotives—the increases 
in which respectively were $329,521 and $628,298. This increase of $955,- 
819 is made up of an increase of $1,713,035 due to the greater quantity of 
fuel consumed which is partially off-set by a decrease in the average price, 
the effect of which is a decrease of $757,216. 


TRAIN ENGINEMEN 


The increased. expense of $911,957 is partly accounted for as the 
result of wage increases to enginemen granted in 1927 and operative in 
1928 for a full year as compared with only a portion of 1927. The 
balance of the increase is in line with the increase in traffic. 


The CuarrmMan: It is now one o'clock: We will meet to-morrow at eleven. 


We will be compelled to meet in Room 268 on the main floor. 


The Committee adjourned till Wednesday, April 24, 1929, at. 11 a.m. 
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MINUTES OF PROCEEDINGS 


House oF COMMONS, : 
Room 268, 
24th April, 1929. - 


The Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government met at 11 a.m. Sir Eugene Fiset, the Chair- 
man, presided. 

Members present: Messrs. Bell (St. Antoine), Cantley, Chaplin, Dunning, 
Geary, Gray, Hanson, Jelliff, Jenkins, McLean (Melfort), Milne, Stevens, 

In attendance: Sir Henry W. Thornton, President, Canadian National 
Railways, with members of his staff. : 


Mr. R. A. GC. Henry, Deputy Minister, and Majot Anderson, of the Depart- 
ment of Railways and Canals. 


Replies were furnished by Sir Henry Thornton to several questions asked 
at the last.meeting of the Committee. 


CANADIAN NATIONAL RAILWAYS SYSTEM. ANALYSIS OF 1928 OPERATING EXPENSES 
AS COMPARED WITH 1927 


~ . Consideration was resumed at “Train Enginemen” on page 7. The remain- 

der of page 7, and all of page 8, having been read and discussed, the last two 
pages, viz.: “Analysis of Operating Expenses Eastern Lines” were read. Lengthy 
discussions took place on several of the items. 


ANNUAL REPORT OF CANADIAN NATIONAL RAILWAY SYSTEM 


Pages 41 and 43, “Eastern Lines,” were reviewed and discussed. 

By permission of the Committee, Mr. Adshead, M.P., asked a question. 

At 12.50 p.m., the Committee adjourned until to-morrow, 25th instant, at 
11 a.m. : 


JOHN. To DUN, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


me Room 268, Housr or COMMONS, 
April 24, 1929. 


The Select Standing Committee on Railways and Shipping met at 11 a.m., 
the Chairman, Sir Eugene Fiset, presiding. 

The CuamrmMan: Order, gentlemen. There were certain questions asked 
yesterday to which I think Sir Henry has the answers this morning. 

Sir Henry Tuorntron: Colonel Cantley asked what the loss was on 
passenger service last year. The loss on the Canadian National Railway 
system was $6,837,916.21. ~ 


Mr. Cantiey: No material difference between that and the preceding year? 


Sir Henry THorNTON: Very much the same. Colonel Cantley also asked 
how many wooden cars are in service at the present time and how many such 
cars were retired from service last year. The answer to that is: 


Cars in Service 
at Dec. 31, 1928 


SAEs Soe Lhe hort rete dara ae eRe a oheen Me MMT we c ye Oe RE wey ts 8,047 
Wooden, with metal drait arms. tie ese he es 42,763 
Total..*.<%. 50,810 
; Cars retired during the 

year 1928 and not 

$ replaced in kind 
POR cc rs Ce ee Sak wee Mee hake Poe tnle eh me oars Ning tela a.* 1,989 
Wooden, with metal draft°arms.. ©... 2.0 ee epee ee se tes 1,795 
eOLaL ee es 3,784 


Colonel Cantley asked the total cost of replacing 67 pound rails with 100 
pound rails, per mile. The answer to that is: 


Cost per mile chargeable to Capital.. ©. -+ ++ ++ te ee tees $ 4,224 
Cost per mile chargeable to Maintenance... «+ -- ++ ++ e+ sere 7,152 
Ota CORGM bas es $11,376 


Colonel Cantley asked the cost of eravel ballast versus the cost of slag 


ballast as applied to lines on Prince Edward Island. The answer is: 


Total cost of 
Ballast under ties 


Rie ie pd SE eee pre ck lek hel, That th Del PF oo cde aunt cae $2.26 per cu. yd. 
Slag ballast (if moved by WEALEE NA C0 at hes hega e at ee ak 2.62 per cu. yd. 
Slag ballast (af moved by PHL adore ce aaeeoity afer ea Bi Rooke aie cs 2.80 per cu. yd. 
Mr. Power asked the average wage for employees other than executives. 
We have had to give that on an hourly basis as we could not work it out 
aceurately on a daily basis. There are a number of figures on this answer which 
I will not read, but the sum of it is that the average hourly rate in 1928 was 
59-8 cents per hour; in 1927 it was 59-2. 
Mr. Geary: That includes engineers and so forth? 
Sir Hnnry THornton: It includes everybody except the so-called officers. 
Mr. Grary: So your labouring wage would be 43 cents an hour? 
Sir Henry THORNTON: There is a lot more detail which Mr. Power 
- desired, but I did not read it. The statement may be included in the record. 


55 


56 SELECT STANDING COMMITTEE 


QUESTION ASKED BY MR. POWER, APRIL 23, 1929 


Q. What is the average wage for employees, other than executives—A 


Average number Average Be: 
é of employees Total compensation hourly rate — 
1928 1927 1928 1927 1928 1927 — 


Professional, clerical and general... 15,665 15,249 §$ 23,597,618 $ 22,329,263 $.611 $.596 
Maintenance of Way and Structures 28,978 27,359 32,599,530 31,033,746 .433 439 
Maintenance of equipment and stores 27,732 26,992 40,645,370 38,374,657  .619 .613 
Transportation (other than train, ; / 


engine and yard)... . 19,205 18,630 27,150,415° — 25,861,857 DEO: en One 
Transportation (yardmasters, 

switechtenders and hostlers) .. - 965 965 2,087,024 1,987,828 > -.190— 3. 789 
Transportation (train and engine Ae 


service)... 6s fe eros a fo 15,426 14674 =: = 88810302 «2 35.079.446-. 916 oom 


All employees (excluding : ee 
officials)... .. .. .. .. 107,970 103,869 $164,890,459 $155,566,297 $.598 $.592 — 


Mr. Stevens asked for copies of annual reports to the Inter-State Commerce 
Commission filed by all the companies of the Grand Trunk Western Lines and 
for a copy of the petition to the Inter-State Commerce Commission in connec- 
tion with the proposed consolidation. They are here on the table. : 


The Cuarrman: At the adjournment we were about the middle of page 7. 
Mr. Fairweather, will you continue your reading? : | 4 


Mr. FarRwEATHER (reading) :— 


Trainmen ; 3 : 
Trainmen show an increase of $762,136, which is largely due to increased 

expense on account of increased traffic. 

Train Supplies and Expenses 


Train Supplies and Expenses show an increase of $737,240. Ani increase In - 
this account is to be tiles in view of the increased traffic. 


Station Employees 


Station Employees show an increase of $583,325. Of this increase $334, 000 
is due to the effect of increase in rates of pay granted in 1927 operative for the 
full year 1928 as compared with a portion of 1927. 


Telegraph and Telephone 
Telegraph and Telephone operation shows an increase of $522,805, of which 3 

increase in rates of pay amount to $97,000. The balance of the increase is due — 

te the large increase in commercial telegraph business. 

Yard Conductors and Brakemen 
Yard Conductors and Brakemen show an increase of $382,279, and was to 

be expected in view of the increased traffic. 

Miscellaneous and General = 


The comparison of expenses under miscellaneous operations for the year 
1927 and 1928 is as follows:— 


bY Ving eae ater ye owes: Ne. ge Ngee RS ogee Ps ay a A ie eee eee aes ms § 2,237,550 
LO Se arg as ue Og ae ee NLL ED AU ara TC x ened aa re an ag 2,329,281 = ee i 
Increase... : gases Cocca toca Ceara oy 91,731 


Mr. Coe An increase sa how auc? | = 
Mr. FairweatueEr: Increase in our service—more diners (reading) : J 


Dining and Buffet Service shows an increase of $173, 538, which was to be 
pape in view of the increased service rendered. 


# 
‘ 
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= Accounts for Restaurants, Grain Elevators and Producing Power sold show 
_ decreases of $32,066, $20,188 and $27,189 respectively. 


General 


The expenses coming under the head of general expenses in 1927 and 1928 
compare as follows:— 


ee Pee tg es eect e sok” ee ae eR RTE et oe 9 a $ 6,617,161 
ECS a IT A pte =o INTE h Sa EE ANAT eg NE RRR CC OS ne _ 6,785,668 
dee Lees ar arene ene ee ei Ate A A A OES $ 168,507 


: Pension—the only item to show a large increase—shows an increase of 
$126,234. This is due to an increase of 178 in the average number of pensioners, 
the figure for 1928 being 1,945 as compared with 1,767. 
Transportation for Investment—Cr. 

Transportation for Investment Cr., which represents the cost of trans- 


portation service incurred in. connection with moving materials for capital 


account and which is deducted from the operating expenses and is charged to 
capital compares in the two years as~ follows: 


: PWC Ge cy soe ap BoM a ey SA POA Pa aN cate tae pk USE June Raa EGE OTOL 
see Meee i ae cme ee Sie acetate gl Se ste tn ES 2. Or: 1,806,264 
Feige coe ec ie new oe eds Aaieeton « Gaeeg awe Or $x. 2 8295707 


The greater activity in the carrying on of new construction and additions 


and betterments in 1928 as compared with 1927 accounts for this increase. 


Sir Henry THornton: Now, with respect to the other sheets. They repre- 


~ gent the Eastern Lines. 


Mr. Cantiey: Just before we go on, I would like to ask the President in 


- regard to the case of rails, for instance, coming from Sydney: what is your 
practice with regard to the freight chargeable on these rails from the mills to the 
points where they are used? You buy them delivered at the mills? 


Sir Henry THorNToN: Yes. 
- Mr. Cantiry: What 1s your practice with regard to the rails? 


Mr. VaueHan: If they are for maintenance there 1s no charge for freight, 
but the proportion chargeable to Capital would carry the usual charge, which I 


think is seven-tenths. In connection with the rails we buy from them delivered 


at Port Arthur, the price at Port Arthur includes the freight rate. They freight 
them to Port Arthur or Fort Wiliam. Any rails we buy from the British Empire 
Steel Corporation for delivery on western lines—they pay the freight, and our 


| price includes the freight delivered on cars at the head of the lakes. 


Mr. Canriny: What about Sydney to Truro, or Sydney to Moncton, or 


Sydney to Riviere du Loup? 


Mr. VaueHAn: There is nothing charged there except the proportion charge- 
able to Capital account. All our prices are either f.0.b. mill, f.o.b. Fort. William 
or f.o.b. Vancouver. 
~ Mr. Canruey: Take the case of Sydney, where it is f.0.b. mill: where is the 
freight rate absorbed? Does it go into the cost of re-railing the road and 


ultimately into Capital account? 


Mr. VaucHan: The proportion chargeable to Capital account would carry 


the seven-tenths rate. 


Mr. Cantiey: Do you carry your rails from Sydney to points ‘on the 
Moncton division and give the road no credit for the freight? 


Mr. Vaucuan: The road gets no credit except the proportion chargeable to- 


Capital account. 


“Ai 


58 SELECT STANDING COMMITTEE | as 


Mr. Geary: That is, the rails which go to Maintenance carry no freight? 
Mr, VauGuHan: No. | e 
Mr. Cantiey: The freight from Sydney to wherever they are used goes into — 
the Capital account? q 
Mr. VAUGHAN: Only in so far as it is chargeable to Capital account. If — 
we replace an 85 pound rail with a hundred pound rail, the difference in the 


cost would be chargeable to Capital account, and we would apportion to that 
part the seven-tenths rate. If we replaced an 85 pound rail with another 85 


pound rail, there would be no charge. 

Sir Henry THornton: Perhaps I can make it clear in this way. If the rail 
is used for maintenance there is no freight charged. If it is used for capital 
that portion of the additional weight of the rail carries a freight rate of seven — 
mills per ton per mile, and that is chargeable to Capital. 

Mr. Geary: In the case Mr. Vaughan has just suggested, replacing an 85 
pound rail with a new 85 pound rail, if the old rail 1 is worn out, the new rail is 
all Capital. 

Sir Henry THorntTon: Not all capital. 

Mr. Geary: You said it was all capital. 

Mr. Coorrr: We were speaking of a bridge structure. 

Sir Henry THornton: I think I can make that clear to you. If we renew 
an 85 pound rail with a 100 pound rail we charge to Maintenance what it would 
have cost to renew that rail in kind and weight, and we charge the excess weight, 
whatever the cost may be, to Capital. With respect to bridges: if we remove a 
wooden trestle and replace it with steel we charge to Maintenance what it would 
cost to renew that in kind, and charge the excess cost of the steel structure to 
Capital. In other words, the theory is that anything which is even academically _ 
an addition to property is a betterment, and is charged to Capital. Anything 
which strictly pertains to Maintenance is chargeable to Maintenance. . 
Mr. Grary: How much is an 85 pound rail worth? 

Mr. VaucHan: At the mill they are worth $40 a ton. 

Mr. Geary: What do they primarily cost? Supposing it was $40; in your 
Plant account you would charge $40? 

Mr. Cooper: No. 

Mr. Geary: It is destroyed? 

Mr. Cooper: No. We do not interfere with the book cost i the extent that 
the plant is replaced in kind. It is the additional weight at current prices only 
which is charged to the Capital account 

Mr. Geary: No matter if your book cost was $40 originally, you put in 
the $46 but you do not change your Plant account? 

Mr. Cooper: No. : res 

Mr. Geary: You do that in the case of freight cars? 


Mr. Cooprr: Yes. 3 

Mr. Geary: You do not use that system all the way through? 

Mr. Cooper: No, It is the practical application instead of theory. It 
would be almost impossible to identify the cost of a tie or a rail, so the theory 
gives way to practical application in rails, ties, and things of that nature. 


Sir Henry THornton: The practice we are following is the ea which 
is universal on all railways. 


Hon. Mr. Stevens: In replacing rails? 
Sir Henry THornton: On the whole system of accounting. 


\ 
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Hon. Mr. Srevens: I thought it was the practice in the United States to 
retire by depreciation. 
Sir Henry THornton: There is one practice in the United States and 


another in Canada. We are dealing with some practices universal in Canada, 


but must necessarily follow the accounting provisions of the Interstate Com- 
merce Commission in the United States. What I wanted to say was that the 
accounting practices of the Canadian National Railway in Canada and the 
United States respectively are in accordance with the practices of the railways 
Bn acne respective countries. We embark upon no new accounting method or 
policy. 

Mr. Geary: In the United States you set up a depreciation acccunt? 

Sir Henry THORNTON: That is required by law. 

Mr. Geary: You have to account for each rail in the depreciation account? 
Mr. Coorrr: In the United States the depreciation account relates only 
to equipment. 

Sir Henry THorNtToN: There is one point perhaps you would like to know. 
We absorb in expenses the cost of creosoting ties. I simply mention this as a 
- matter of information. 

Mr. Cantiry: Why do you do that? Because you think it is an experi- 
ment? 

Sir Henry THornton: No; chiefly because it is a conservative method 
of handling the accounts. The creosoting of ties has long ceased to be experi- 
mental. : i 

Mr. Cantiey: Your remark suggested that perhaps it was. 

Sir Henry THornton~ | do not see how you can put that interpretation 
on it. 

Mr. Cantiey: If it increases the life of the tie why should it not go into 
Capital? 

Sir Henry THornton: It is a maintenance figure, and is the usual _prac- 
tice on all railroads. | 

Mr. Geary: There would be no real difficulty in taking care of your rails. 

Every yard of telephone wire is taken care of in that way, and every pole. 
7 Mr. Coorer: The Interstate Commerce Commission issued an order in 
November, 1927, relating to the application of Depreciation accounting on all 
railway property. That order has not yet been made effective, but in the order 
Commissioner Eastman made the statement that the present regulation regard- 
ing the charge to Maintenance of replacing rails and ties is wrong. He admits 
that, and he made the statement that when new regulations were issued the posi- 
tion would be corrected, but in the meantime we are accounting for these things 
under the regulations now in effect. 

Mr. Gary: At all events, it is the practice‘here? Are there not some cases 
in connection with your equipment where you fix a basis on a iocomotive, say, 
per number of thousand pounds, and anything inside of that number is charged 
+o Maintenance, and outside of that is chargeable to Capital? 

‘Mr. Coorrr: That was the old Grand Trunk method, but it is not adopted 
by any roads to-day. 2 
_ Mr. Guary: You do not do that? 

Mr. Coorrer: No. : 

Mr. McLean (Melfort): I see that the dining car and buffet service has 
inereased in cost to the extent of $173,000. Does that service earry itself? 

Sir Henry TuHornton: No; it is conducted at a loss. 

Mr. McLean (Melfort): Is the loss decreasing? 
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Sir Henry Tuornton: I will give you an answer to that later. 


Mr. Geary: Are we going to touch the Eastern Lines? I want to ask a 4 


general question on that. 
Sir Henry THornton: Perhaps it a ould be just as well to read that sheet. 


Mr. FarweaTHer (reading): ‘“ Analysis of Operating Expenses Eastern — 


Lines. The operating expenses of the Eastern Lines by general accounts is as 
follows: Maintenance of Way and Structures in 1927 was $7,365,243.81; a 
1928 it was $7,997,429.36, an increase of $632,185.59. ‘! 


Mr. Geary: It is a very small increase in comparison with the rest of it. 


system, it is 9 per cent. 
Mr. Geary: Does that include the old Intercolonial? 


the Eastern Lines as on the rest of the system. 


have been in the habit of spending on the Eastern Lines in recent years? 

Sir Henry THornton: We had better give you a statement of the charges 
of Maintenance of Way and Structures on the Atlantic region, which 1s prac- 
tically the Eastern Lines. For the last six years there was a little difference 

Hon. Mr. Dunntna: It would appear to go up rapidly if you took it in com- 
parison with the Atlantic region. I suppose the figures may be produced for the 
Atlantic region alone. 


Sir Henry Tuornton: That is very simple, but the rate would ohaneee The 


rate would almost certainly be the ‘same in each case. Would you like to have 


that? 
Mr. Hanson: No, I am not particular. That is an answer to my question. 


Mr. Gary: In SHie words, your Eastern Lines are in about the same state 
of maintenance and condition as are the lines of the rest of your system? 


Sir Henry THORNTON: Yes, certainly, and they have been very largely 
improved in the last six years—very materially improved. 

Mr. Hanson: You have not put down any rock ballast on the Eastern 
Lines? ans 

Sir Henry Tuornton: That is not an expression of comparable mainten- 


ance at all. The fact is that we have in the last six years very materially 


improved the condition of the rolling stock, both passenger and freight, and Le 
condition of the track itself in the maritime provinces. 


Hon. Mr. Dunninc: There is no rock ballast on the western erin? 


Sir Henry THornton: No, there is no rock ballast in the western region ee 


and I would not put down rock ballast in the maritimes as yet. The day will 
come when that will be a wise and proper thing to do, but not now. 


Mr. Jenuirr: The rock ballast is mainly between Montreal and Toronto? 


Sir Henry THornton: Our purpose is eventually to have a rock ballasted — 


railway from Montreal through to Chicago. That is partly on account of the 
density and weight of traffic, but largely on account of the nuisance of dust. and 
dirt to passengers on the passenger trains. 

Mr. McLean (Melfort): Could I have the mileage of ps Eee Lines as 
against the balance of the svstem? 


Mr. FairweaTHer: 3,104 is the total operated mileage of the Eastern ee 


and the total of the Canadian National Railways is 19,364. 


Mr. Geary: I received a letter, to which I am paying no attention, because 
it was anonymous 


Mr. Hanson: But over a period of years is this increase larger than you 


Mr. FarrwkaTHER: Yes. Generally speaking, we had the same increase on = 


Pd 


Mr. FarrweatHer: About a 9 per cent increase. For the balance of the a 


— 
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Sir Henry THornTon: I often get those myself. | 
bi Mr. Geary: —which states that you are going to have a lot of trouble in 
~gonnection with that line, the Quebec, Montreal and Southern. 

Sir Henry THornton: He is wrong in that. 

Mr. Geary: Is it in good condition? . 
Sir Henry Tuornton: It is in fair condition. Of course, it will have to be 
improved; it is not in as good condition as some other parts of the system, but 
it is not bad. I get all kinds of advice and assistance from people who know a 
lot more about the railway business than I do, and I suppose you suffer from 
the same complaint politically. 3 
: Mr. Hanson: As a general rule, the branch lines that you take over are in 
— a very run-down condition? 

| Sir Henry THornton: I would not. say “ run-down”, but they are not in 
that condition we would like to see them. 

Mr. Cantiry: So that we will clearly understand, what is the western limit 

of the so-called Eastern Lines? 

= ee Sir Henry THORNTON: Diamond Junction. 

ee Hon. Mr. Dunnine: The area defined in the Maritime Rates Act. 

Sip Howry THornton: You will find a map in the back of the annual 
report which shows the Atlantic region. Both Diamond Junction and Levis 
are a little to the west of the end of the brown lines—almost Quebec. 

Mr. Hanson: That is the Transcontinental? : 

Sir Henry THORNTON: Yes. The western limits of the Eastern Lines are 


eo little bit beyond the end of the brown line. ~ 
— \ Mr. Grary: Your Eastern Lines run considerably to the east of those two 
points? : 


Sir Henry THorNTON: The limits of the western end of the Eastern Lines 
are as I have stated. If you draw a north and south line through Quebec on 
that map you would be pretty close. ; 
Mr. Geary: Part of your Eastern Lines are in the central region? 
Siy Henry THorRNTON: That is right. 
~ Mr. Cantiey: What is the distance from Riviere du Loup to Montreal? 
Sir Henry THoRNToN: It is about 303 miles. 
5 _ Mr. FarrweaTHER (Reading): “ Maintenance of Equipment $5,556,937.77 
for 1927; $5,664,650.29 for 1928, an increase of $107,712.52.” 

Mr. Cantuey: In regard to that maintenance of equipment; in regard to the 
equipment generally used on the Eastern Lines, it has been often suggested that 
during the grain season and the movement from the prairies, a very consider- 
able proportion of the railway equipment is moved west to handle the western 
erops and returned to us with considerable wear and tear. 

Sir Henry THoRN10N: Who do you mean by “us”? 

Mr. Cantey: I represent all the east for the purpose of this discussion, 
and it is said that we are charged with the renewals or betterments or recon- 

struction of this equipment. Is that correct? 
< Mr. Cooper: No, sir. 

Mr. Hanson: How do you differentiate? 

: Mr. Coorrr: All repairs to equipment are charged to an equipment pool, 
and the total expense is proportioned between the Eastern Lines and the Cana- 
dian National system, on the basis of mileage made by each class of equipment 

and the total combined mileages. ; 
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Mr. Hanson: You adopt an arbitrary method of allocating the cost of “a 
maintaining the equipment? 4 

Mr. Coorer: It is apportioned on the basis of the use made by the different — 4 
parts of the system; it does not matter where it is repaired; that has no effect a 
whatever on the proportion of the expense. : 

Mr. Cantey: If the equipment of the Eastern Lines is taken west and 
brought back in an inferior condition, who bears the cost of that deterioration? _ 

Sir Henry THornton: The expense is based on the mileage used by dif- 
ferent parts of the system. 

Mr. McLean (Melfort): Weuld you keen the equipment separate, and 
bring the same cars ‘back? 

Sir Henry THornton: No. : 

Mr. McLean (Melfort): So that cars which went from the Eastern Lines 
to haul grain might never return? 

Sir Henry THorNTON: Precisely. It is a pool, and the charge against the 
Eastern Lines is determined by the mileage made in the Eastern Lines in carry- 
ing freight from which revenues accrue to that part of the system. Does that 
alswer your question? 


Mr. CANTLEY: Partially. There is an item of over $5,500,000 for main- 
tenance of equipment, and the feeling is pretty general throughout the mari- 
time provinces that a lot of our equipment is taken away and returned in bad 
condition, or if not returned is replaced with inferior equipment. 


Sir Henry THorNron: That feeling is without foundation. I am glad to 
have the opportunity to make that perfectly clear that we have tried, as far as 
it is humanly possible, to be perfectly just and fair in the distribution - of 
expenses among all the difierent regions. 

Mr. Cantey: I am not suggesting that you are not trying to be fair. 

Hon. Mr. Dunninc: The rate of increase on the Eastern Lines as com- — 
pared with the rate of increase on the system generally indicates a greater 
increase in the cost. 1B is an increase of $107,000 on $5,600,006 on the 
Eastern Lines as against an increase of $3,350,000 on $47,000,000 on the system * 
generally. 

Mr. Geary: I suppose Colonel Cantley’s point is that you put all the 
decrepit cars and equipment on the Eastern Lines and keep the good: ones in 
the west. 

Sir Henry THornton: That also is without foundation. 

Mr. Cantley: There must be some foundation for it. 

Sir Henry THornton: I would not say that. . 

Mr. CANTLEY: Es do get a larger proportion of inferior class of equip- 
ment— 

Sir Henry Delonte Equipment only becomes inferior or decrepit when 
it is improper equipment for handling the traffic involved. 

Mr. Cantiny: Sometimes there are exceptions to that. We have hed com- 
plaints on that score of cars with leaky roofs which you would not consider put- 
ting on the western traffic. 

Sir Henry THornton: No, but they would be perfectly good for the move- 
ment of something else. 

Mr. Cantey: But occasionally these cars are placed at points where it is 


not a question of moving material which cannot be injured by wetting, and the — 
result is that we suffer. : 
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; Sir Henry THornton: Mr. Appleton, have you had many complaints with 
regard to the movement of defective equipment in the Atlantic region? 

‘Mr. Appteton: No sir; just about the same as the other parts of the sys- 
tem. Where we get complaints as to leaky roofs, the cars generally originated 
in the central region. They are loaded with flour and commodities of that kind 
and come down to the maritime provinces. 

Sir Henry Tuornton: In the moving of 100,000 cars you are likely to get 
a, defective car here and there? 

Mr. Cantiey: Are we getting more than our share? 

Sir Henry THornton: No, I think you are getting less. 

Mr. AppLeTon: We handled 14,000,000 bushels of wheat last year and we 
got a lot of good cars on that account. Speaking about the transfer of power, 
we have about 400 engines assigned to the Atlantic region, and last year we 
transferred 10 engines to the western region during the grain movement. Later 
on, when we were pressed for power in the Eastern region, we got six engines from 
the central region. 

Mr. Hanson: What about the passenger equipment? Do you think it is 
on a par in the Eastern region with the central? 

Mr. Appieron: Yes, I would say so. I would say from observations made 
last Fall that our passenger equipment is better. 

Mr. Hanson: I agree with you, on the through trains, but what about the 
branch lines? , | 

Mr. Appueron: We have sonie old cars. It is within the last year that 
we have been putting on better cars. 

Mr. Canriny: We have equipment running to Sydney that you cannot 
sleep in. 

Mr. Hanson: I thought they promised to fix that up. 

Mr. Appieton: In the Sydney service we have a modern steel train and 
have had for about a year. It is as good as on any part of the system. 

Mr. Cantey: That is correct, but it does not cover all the traffic moving 
there. . Pad) rekon Lite 

Sir Henry Tuornton: I have no doubt, gentlemen, that you can find 
parts of this system extending from the Atlantic to the Pacific, where the equip- 
ment is not as you would like to see it, nor as I would like to see it, but at the 
same time these things cannot all be remedied at once. We are making progress 
in that direction as fast as our purse will permit. 


Mr. Canriny: I agree with that. But we are not getting a fair proportion 
of that new equipment. 

Sir Henry TuHornton: We are making very rapid progress in connection 
with the improvements of the service in the maritime. 

Mr. Cantiey: You are making some improvements, but far from what 
we are entitled to. , 

Mr. Hanson: No question but what on the main line, the service is good, 
and has been greatly improved. 

Sir Henry THORNTON: Just as fast as we can, we will build it up every- 
where, but it will take time to do It. : 

Hon. Mr. Srevens: What proportion of different classes of equipment, 
passenger cars and freight cars, are owned by the system, and what proportion 
are rented, over, say, the last four years. 

Sir Henry Tuornton: By “rented” do you mean foreign cars which we 
are using on a per diem arrangement on our lines? 


/ 


64 | SELECT STANDING COMMITTEE 


Hon. Mr. Stevens: That, as well as leased. - : : 

Sir Henry Tuornron: Mr. Hungerford, have we any leased equipment? 
I do not think we have. ates Soa 

Mr. Hunezrrorp: Very seldom do we lease equipment. Once in a while 
for a special movement over a holiday we rent a few cars for a day or so. . 

Hon. Mr. Srnvens: The question was up two years ago, and you intimated 
then that you thought perhaps it was more economical to lease than to put new 
capital into new equipment. eer 

Sir Henry Tuornton: I think I remember that. We had nothing last. 23 
year, but we did a couple of years ago. We will work that statement up for you. 

Mr. McLean (Melfort): Do you own your sleeping cars in the United 
States? : : 

Sir Henry Tuornton: No. We operate all our runs into the United 
States with Pullman equipment. We cover the runs in Canada with our own 
equipment. g 

Mr. Hanson: Is that a matter of policy or long term contract with the 
Pullman Company? ! he : 

Cir Henry THORNTON: It is a little of both. Our pullman passenger busi- = 3 
ness, so-called, into the States 1s operated under an arrangement with the Pull- ~ 
man Campany, and works out very satisfactorily. If we withdrew these cars, 
we would be put to a very large capital expense for additional equipment, and I 
do not think that would be justified. 

Mr. Farrweatuer (Reading): “ Traffic; for 1927, $764,675.63; for 1928, 
$809,049.96, an increase of $44,365.33; transportation, $14,661,570.10 for 1927; 
for 1928, $15,340,874.73, an increase of $679,304.63.” AaB 

Hon. Mr. Dunninc: Mr. Adshead has sent up a note. I do not suppose 
there will be any objection to his asking a question? : 

Some Hon. Mrmpers: No. Se 

Mr. Apsueap: Js there any indication of making better provision for — 
replacing the passenger terminals more nearly in the centre of the city of Cal- 
vary? At the present time it is at the end of First Street West, on the outskirts 
of the city. I wondered if there was any provision to be made for bringing it 
closer to the centre of town. i 


Sir Henry THornton: That is under consideration. 3 
Mr. ApsHEAp: In what direction? What is the proposed consideration? 


Mr. Huncerrorp: We have had under consideration two schemes, one to _ 
build a station of our own and the other to join with the Canadian Pacifie Rail- 
way. The matter is under consideration with the Canadian Pacifie at the 
present time. No conclusion has been definitely arrived at. 


Mr. Farrweatuer (Reading): =aee 


Miscellaneous... °O.3 3.7 aks 396,619 47 401,150 37 Hes 4,530.90 = 


Generals joan ere 1,282.222: 30 1,323,105 15 Ine. 40,882 85 

Transportation for Invest- : 
Men be OTL seer Beedan hes 37,686 22 52,899 34 Ine. to 21s te Se 
Tota. eens $29,989,582 86 $31,483,351 52 Inc. $1,493,768 66 ee 


Mr. Hanson: What does that particular item, “ Transportation for Invest- 
ment ” mean? ene : 

Mr. Fatrweaturr: When we move material in connection with betterment 
work, the cost of moving it is charged to capital; whereas if it is a question of 
maintenance we do not charge freight rates on the material. reg 


—_—_ 


— 
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Mr. Guary: Is any part of the expense of your general officers pro rated 


in “ Transportation”? 


Mr. Cooper: Yes, sir. The Vice-President in charge of operation is also 


in charge of maintenance of equipment and maintenance of way, so we appor- 


ion his salary three ways, to Maintenance of Way, Maintenance of Equipment, 


and Transportation Expense. Then the portion allocated to Transportation 


Expense is divided into the different sections on the basis of train mileage. 
Mr. Hanson: That is a standard arrangement? 
- Mr. Cooper: It is our own arrangement. : 

Sir Henry THorntTon: It is the general practice on most railways. 

Mr. Coorrr: It is the correct practice. 

Mr. FAIRWEATHER: (Reading): 

A statement of this expense, analysing the primary accounts may be 
found on pages 45 to 48 of the annual report. The division of the expense 
between employees’ compensation and material and miscellaneous is as 
follows:— 

Mr. Berti (St, Antoine): We have a total here of $1,493,768.66 deficit in 


% 


your operating expenses— 


Sir Henry THornton: No, it is an increase. 


Mr. Betz (St. Antoine): Turning to page 41 of your annual report, where 
‘the same figures are given, how is it that after taking into account Interest on 


~ Advances from the Dominion Government and other items, the net income 


deficit was $5,138,026, as compared with the re-stated deficit for 1927 of 
$5,129,717? How does the difference come in there? Do we understand that the 
Eastern Lines are losing that each year? 

Mr. Cooper: The difference between this year’s result and last year’s 
is that in 1928 we had a contribution from the government to meet the deficit 
for the full twelve months, while in 1927 it was for only six months. 

Mr. Hanson: That brings up a point which has been discussed in the 


- House many times. Why should the government pay annually this so-called 
deficit on the Eastern Lines? Why is that made a matter of policy? Why 


should not the whole system pay the deficit of any particular portion of the 
lines? It makes us look like beggars down there and hurts our national pride. 
Sir Henry TuHornton: No, I do not think it makes you look like beg- 
gars, because the so-called Intercolonial railway was built and operated as 


an obligation to the maritime provinces by the government of Canada, and it 


would seem that it was only fair for the government to pay the expenses, 
1 


- particularly in view of the fact that to handle it in any other way would involve 
very difficult accounting questions and very considerable expense. It really 


does not make much difference which pocket it comes out of, and this method 


was hit upon as being the most economical, saving the most trouble, and involv- — 


- ing the least complication. 


: Mr. Hanson: If that reason be a sound one, why not take us right up to 
Saint Rosalie where you found us? 

Sir Henry TuHornton: That came about in this fashion. When we 
undertook to organize the Canadian National system as an operating unit, we 
divided it to the best of our ability into three regions. When. we came to the 
Atlantic region there was a great deal of discussion and a great deal of con- 
tention and much difference of opinion as to what the limitations of that region 
should be, between a number of people whose opinions I sought—a large num- 
‘ber, including operating people, Ministers of the government, business men, 


and others whose opinions I thought would be worth while. We finally came 
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to the conclusion that the simplest and perhaps the best thing would be to fix — 
the limitations of the Atlantic region where they now are. As a matter of fact, — 
in so far as service and as the welfare of the maritime provinces themselves are _ 
concerned, I do not think it makes the slightest difference one way or the other. 

Mr. Cantiey: It made quite a difference in the 20 per cent. 


Sir Henry TuHornton: ‘The governing feature was to develop those 
boundaries which from an operating point of view and the point of view of 
economy would give the best results. You can argue with sreat success this 
matter in half a dozen different ways. 


Hon. Mr. Dunnine: It is important not to confuse the two things, the 
Eastern Lines as defined in the Maritime Rates Act and the Eastern Lines as 
defined by the railways for operating purposes. If they were extended to Ste. — 
Rosalie and to Montreal in particular, I am afraid it would offset the object 
sought by the Maritime Rates Act, namely, to accord certain advantages with- 
in certain areas. Sir Andrew Rae Duncan set out the area, and I think if that 
area were extended westward the advantages which the maritimes expected 
to reap would not be reaped because of the competitive factors from the centres 
further west. Personally I would have no objection to giving consideration 
to extending the area of the Eastern Lines, but as I understand it the genesis 
of the Duncan report was to secure certain advantages within a limited area 
and to have the 20 per cent reduction applied to points further west would 
lessen the advantage to the maritime provinces. 

Mr. Hanson: The representations made to the Duncan Commission were 
that the limits of the eastern region should be at Riviere du Loup. If that were 
extended to Montreal you would find that the annual deficit on the Eastern 
Lines would be smaller than it is to-day. 

Hon. Mr. Dunnine: I will be glad to take cognizance, speaking from a 
legislative point of view, of any representations made to increase the limits 
to a point further west. "They were made originally by the maritime represen- 
tatives. SH 

Mr. Hanson: There is almost a universal opinion in the maritime pro-— 
vinces that we were cut off unjustly at Riviere du Loup, when we should have 
gone to Montreal. 

Hon. Mr. Dunnine: That is another question. 

Mr. Hanson: I know it is, and the Maritime inte Act should have 
ended at, Montreal or Ste. Rosalie. 


Sir Henry THornton:. If that had been done it would have been very 
difficult to have operated that system from Moncton, and it probably would 
have been found better to move the general offices of the Atlantic ‘region to 
Quebec and also at that time there was a good deal of protest and objection 
on the part of certain people living in Quebee to the very change you have 
asked for. As a matter of fact, it does not make the slightest difference to the 
maritime provinces what the limitation of the eastern region is. It was fixed 
by the Duncan Report, with which we had nothing to do, and there seems to be 
a kind of supposition—where it originated, I. do not know—that because 
the Atlantic region is operated at a deficit, somehow or other we do not give 
that same parental care, if one may use such an expression, to the maritimes. 
That is perfectly ridiculous, because all of the officers of the company are just 
as anxious to improve conditions in the maritimes, to improve our service, to 
improve our tracks, and to give the pubhie of the maritimes the service they 
want, as we are in the province of Ontario or of British Columbia, or of any ~ 
other province. ‘To single out one part of Canada and say that that part of 
Canada is not receiving ‘the same scrupulous and anxious care and attention as =~ 
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any other part, is all wrong, and I would like to take advantage of this oppor- 
tunity to correct that impression. | 
. Mr. Hanson: You yourself at one time was very much impressed with the 
conditions to which you now refer and went so far as to say that you were to open 
~a personal office in the city of Moncton and be there once every ten days. 
Sir Henry Tuornton: I do not think I said that. Canada is a big place 
and I am away about 75 per cent of my time, and I cannot circulate any faster 
than I do. I try to get to the maritimes often, and I want you to feel that we 
are doing everything we can to assist the business people of the maritimes to 
develop. : 
| Mr. Cantiey: I want to follow up what Mr. Hanson has said. The purpose 
of the whole matter as dealt with by Sir Andrew Rae Duncan was to enable to ~ 
products of the maritime provinces to get to the central part of Canada. To 
carry that out effectively it should have ended at Montreal or Ste. Rosalie— 
Hon. Mr. DunntnG: Would you say Quebec as well as Montreal? 
_. Mr. Cantizy: I want to get)into Montreal. Take the steel business; there 
is no market east of Montreal. “ 
— Hen Mr. Dunnine: . The reason I asked the question about Quebec was 
that personally I would be willing to give consideration to the extension of the 
limits. It is a matter for the government and the House of Commons, but how 
_ could you justify extending the 20 per cent reduction to Montreal without also 
extending it to the city of Quebec, which would represent a larger mileage for 
- the goods to travel. There would be a discrimination there which would be 
_ very, very hard to justify. 7 X 
‘Sir Henry THorntron: You would find that a great deal of stuff that is 
being distributed from Montreal and Quebec would be sent into the maritimes, 
and business would be taken away from the business people of the maritimes 
_. themselves. 
Mr. Cantizy: That is beside the question. 
Sir Henry THornton: It is avery important factor. 
> Mr. Cantiey: Montreal is the gateway where our distribution begins. 
Sir Henry TuHornton: It works both ways. , 


Mr. Cantiey: I am not disposed to argue that at all. Iam confining myself 
to one thing. The Duncan Report was to enable the maritime provinces to get 
into the central part of Canada. The gateway is Montreal, not Riviere du Loup, 
not Diamond Junction, but Montreal, and the result is that 300 miles of that rate 
is not getting the advantage of the 20 per cent reduction which it was intended 
and expected we would get. That is as briefly as I can put the situation. 

Hon Mr. Dunnine: I would be glad if the maritime members would give 
serious consideration to the reasons given by Sir Andrew Rae Duncan for recom- 
mending Diamond Junction and St. Rosalie as the terminii of the eastern lines, 

because my impression from studying the evidence of the Maritime Boards of 
Trade is that they were anxious not to have the reduction go to Montreal and 
Quebec, because they did not want to expose their own area to the competition 
of the distribution houses of Montreal. I wish the members interested would look 

into that, because I am willing to hear representations on that at any time. 

Mr. Hanson: I am not so interested in the Maritime Freight Rate Act and 
what the effect of the extension would be if carried on, as I am in the extension 

of the Atlantic region. I would like to study the other question before I expressed 
an opinion because I can see from the remarks of the Minister that there would 
be difficulty. What the people of the maritime provinces object to and have 
always objected to—and Sir Henry Thornton has not given any real valid reason 
> -84149—2 : 
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to explain it—is why they cut us off at. Riviere du Loup. The people down there ~ 
absolutely expected that the Atlantic region would go as far as the Canadian 
National Railway system, namely, into Montreal, before the co-ordination of — 
all the roads, and they will never be satisfied until that is done. iS 


Sir Henry THornton: That may be. I do not know whether we will ever 
reach that blessed condition of satisfaction or not. I have been trying for six 
years to reach it, but as soon as one thing is settled another comes along. 2 

Mr. Geary: Was there not some suggestion that the government railway 
had been built with longer mileage for strategic reasons. That would be gov-. — 
erned by Quebec? You do not claim there could be any waste mileage between — 
Montreal and Quebec; the waste mileage is all east of Montral. = 

Mr. Hanson: I think that is true of Montreal, but from Quebec to Carmp- = 
bellton is comparatively a barren region as far as traffic 1s concerned, = 

Sir Henry THorNToN: It is not a productive region. 

The CuarrMan: It is one of the best paying parts of the system. _ 

Mr. Grary: What does it produce? . 

The CuairMan: Anything you can think of. 

Hon. Mr. Dunninc: In order to help out on the dispute, may I suggest 
that Parliament has conveyed to the management full authority in connection 
with matters of this kind. I do not think that Parliament would likely want 
to say to the management that its operating division should end here or there; . 
certainly I, as Minister, would not think of suggesting to Sir Henry Thornton 
that he should change any of his operating divisions. When we are discussing 
the area of the Maritime Rates Act, that is a different matter. I suggest Mr. 
Hanson’s question concerns the sole matter of management. ae 


Mr. McLean (Melfort): Will you tell us what effect it would have on the 
system if you did extend the Atlantic region into Montreal? a3 


Mr. Huncerrorp: That was a matter which was very carefully considered 
at the time the present limits were fixed. It so happens that Quebec is in the 
centre of lines radiating in every direction. We had a general superintendent 
there on account of the magnitude of the railway interests which made it neces- 
ary. His jurisdiction runs away north into Ontario, almost north of Lake 
Superior. To extend the Atlantic region would mean the addition of another 
division from Riviere du Loup to Ste. Rosalie, and placing it under the direction 
of the general manager at Moncton, and apart from the jurisdiction of the — 
general superintendent situated in Quebec, from whose office windows can be | 
seen the trains at Levis, it would be an awkward arrangement. The Quebee — 
people do more business with Montreal than with Moncton and there- were 
serious objections at that time. - : See 

Mr. Hanson: Quebec interfered and we do not get it. That is the answer. 


Sir Henry THornton: That is not quite right. It does not make any dif-_ a 
ference what we propose on this railway, there will always be a certain element 
who will object. Now, rightly or wrongly, our job and our duty is to consider 
as best we can all of these objections and to the best of our ability come to a 
decision. We did that in this case. We think we are right; you think we are 
not. Icannot say anything more. I tried, after consultation with all cur 
officers and those in a position to give me advice, to come to the arrangement 
which was more economical and would best serve the various communities we 
reached. | . : 
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Mr. Cantiry: The arrangement is not satisfactory so far as the East is _ 
concerned. I fail to see from anything that has been said what interest the _ 
people of the city of Quebec have in the so-called eastern lines. ps i 


~ 
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. . Sir HENRY THORNTON: You said you wanted to reach Quebec, and you 
; want the people of Quebec to trade with you. If your statement is correct, why 
extend the limits .of the eastern lines? 

& Mr..CANTLEY: Because we want to get the advantage of the 20 per cent 
freight rate reduction to the gateway of the central provinces. 

Mr. Hanson: Where our customers begin. 

- - Mr. Cantiey: We have no trade to the east. You could not run the steel 
plants of Nova Scotia one week on all the traffic, outside of railway traffic, 
_ there is east. of Montreal. We must get in there, or shut up shop. 

— Sir Henry TxHornton: | would like to make this statement with respect 
to the general maritime situation. I believe I am perfectly safe in saying that 
the Canadian National Railway disburses annually in the maritime provinces, 


! 


| Mr. Cantiny: We have never disputed that. I do not see what bearing 
vat has on the question I am discussing. I give our friend the Minister credit 
20 per cent reduction in 


. Hon. Mr. Stevens: What additional sum of money would be required to 
ay the additional deficit if the Maritime Freight Rate Act was extended 300 


- Sir Henry THORNTON: That would take some time to prepare. 


— Hon. Mr. Dunnine: In answer to you, Colonel Cantley: you are giving me 
credit for more astuteness than I possess.. I will say to the maritime members 
| that I would appreciate your studying the question and meeting me with respect 
to a proposition to extend the limits of the area now benefiting by the 20 per 
cent. In framing the legislation I felt that Sir Andrew Rae Duncan had a good 
sound reason for setting Diamond Junction and Levis as the limits, and I did 
not go further than that. If there is any astuteness displayed it was by the 
maritime people themselves before the Duncan Commission. I have no doubt 
they had good reasons, and [ wish you would examine those reasons and look 
into them. ,I have an open mind on this subject. The maritime people them- 
- selves before the Duncan Commission were responsible of fixing these terminals. 
My impression is that the advocacy of that limit came from the maritime 
people. I am subject to correction in that. 
Sir Henry THorNTON: It is just possible that the Auditor of Freight 
Receipts might be able to give the figures Mr. Stevens wants. Let us see what 
we can produce, and if we find it will run into a protracted period I will let 
you know. It may be, in the light of the facts expressed, we might make a 
close estimate. 
Mr. Geary: You run this Atlantic region from Moncton? 
Sir Henry THorNTON: Yes, the administrative offices for the region. 

: Mr. Geary: Where is your competitor’s office? 

‘Sir Henry THornton: That would be the C.P.R., of course. I suppose 

Montreal would have that. is 


| eM, Huncerrorp: They have a general superintendent at St. John. 
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The CuatrmMan: The supervision of the eastern division only goes to 
Riviere du Loup. | 
Mr. Geary: Were your eastern lines segregated by the Act of 1927 as a 
accounts? A 
Sir Henry THorNToN: No. ‘The Intercolonial was, _ but the present § s0- 4 
called eastern lines was a new division. { 
Hon. Mr. Dunninc: The Intercolonial was dealt with in ne same way a 
that it always has been. Any deficit was in fact paid by a vote of Parliament, = 
the same as it is to-day with respect to the Eastern Lines as a whole, but when q 
the Maritime Rates Act was adopted, all of the former Canadian Northern 7 
lines down there were brought into the Eastern Lines, and were made subject q 
to what had formerly been “the situation with regard to the Intercolonial and ~ 
also the Transcontinental, so the principle of paying the deficit on the Eastern © 
Lines is not a new principle. , 
Mr. Hanson: You have extended the principie? ‘ 
Hon. Mr. Dunnina: Yes, instead of applying only to those which were — 
formerly a part of the Canadian Government Railway, we adopted a new ~ 
principle with regard to paying the deficit. We did not adopt a new principle, — 
but enlarged the application of it. ‘ 
Mr. Gary: The Intercolonial deficit up to 1927 was still kept outside of . q 
your general account and settled by Parliament? 4 


Hon. Mr. DuNNING: Yes. 4 
Mr. Brett (St. Antoine): There is a deficit each year on the operating - 3 
results of the Eastern Lines of about $3,500,000? ; 
Sir Henry THornton: I take it that 1s correct, yes. : 

Mr. Betu (St. Antoine): I think Mr. Appleton said that you are moving © 
a lot more grain over the Eastern Lines now. Is there any improvement, or does — 
the future look for any improvement in the Eastern Lines situation? 4 

Sir Henry THornton: I should say there ought to be an improvement. — 
There has been a general improvement in economic conditions in the maritimes — 
which has been noted in recent years. In the last year or so there has been 
4 marked increase in traffic in the maritimes. Mr. Appleton is more familiar — 
with that situation than any of the rest of us, and I think he, can answer that — 
question more intelligently than anybody else. d 

Mr. AppLteton: As far as the increase in traffic is concerned; we had a 
substantial increase this year. In the month of January we had an increase of 
58 per cent. We diverted a great deal of our traffic over the Trafiscontinental — 
on account of it being a better line, and the increase there was about 100 per — 
cent. We had an increase in the grain traffic through the port of Halifax of 
about 700 per cent, and some slight increase through the port of St. John. 

Hon. Mr. Cuapiin: The more business you do, the more money the gOv- 
ernment of Canada seems to be paying. 

Mr. Betu (St. Antoine): We have a deficit this year over last year of 
about $300,000. : Scie 

Sir Henry THornton: This year it improves our position by $300,000? 

Mr. Assotr: That is right. 

Sir Hpnry TuHornton: For the first three months of this year the gross- 
revenue on the eastern lines is increased by $300,000. It is increased from — 
$6,712,552 to $7,805,000. So that I would say that there was certainly improve- 
ment in business conditions in the Maritimes, if gross revenue is any indication. 

Mr. Bett: Mr. Cooper has not quite made the answer to my question 
plain, ait taking into account interest on advances from the Dominion Gov-- 
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ernment and other items, the net income deficit was $5,138,000, as compared 
with the previous deficit of $5,129,717. How is that amount made up, and why 
is this? I would like to get at your system of keeping these accounts on the 
eastern lines this year. Does that mean that there is an annual deficit of 
$5,188,000? | 
Mr. Coopsr: Yes. 
Mr. Bruu: Operating deficit? 
a Mr. Coorer: No, there is a certain amount of interest. That is the net 
income deficit, after meeting all charges. 
Hon. Mr. Dunnine: The aggregate deficit. | : 
_ Mr. Beui: That is what I said a few minutes ago, that although your 
business has increased and you show on your operating an improvement so far 
as the Dominion of Canada is concerned, the amount we are paying out as a 
‘loss from the treasury is larger. 
Sir Henry Tuorntron: You are paying out, of course, the twenty per cent 
each year. 
& Mr. McLean (Melfort): That is the way it is, the more business you do, 
with the twenty per cent basis, the more money you pay out. 
Mr. Bett: Then according to Mr. Cantley we do not want to increase the 
_ business. i iG 
. Sir Henry THornton: Last year the deficit was about $3,790,000. The 
_ year before that it was $4,090,000 odd. We have improved the operating deficit. 


_ by nearly $300,000. I am looking at page 43, 


ae Mr. Guary: I was looking at the statement on page 41. 
Sir Henry THorntron: If you will turn to page 43 you will find all the 


~ details of that set-out, as asked for by Mr. Chaplin. On page 43 you will find 
that last year the operating deficit was practically $3,800,000 as compared with 
$4,100,000 the year before. Then further down you find that the gross income 
deficit was $3,482,000, as compared with $3,746,000. Then if you go a little 
further down you find that the government contribution on account of the 
"3 Maritime freights was $5,138,000, as compared with $2,332,000 the year before, 
but that was only a partial year. 

Hon Mr. Cuaprin: Stx months. 

Sir Henry THORNTON: Of course if you reduce freight rates, necessarily 
~ you do not make the same amount of money on the additional business that you 
_ would on the higher freight rates; and Mr. Chaplin is quite right on that. 

* Mr. Cantiry: You may increase the freight movement very largely? 

- Sir Henry THornton: Yes. 

_ Mr. Cantiry: Before we leave this, there is something I want to refer to. 
We are told here that there was a deficit on the eastern lines of $5,000,000 and 
$3,000,000 and so on, and the idea in the country is that the Intercolonial never 
had anything but a deficit, and that is not so. Over a period, of twenty or 
twenty-five years we had not deficits but profits, running as high as $1,000,000 
even in the last year when Mr. Cochrane was Minister of Railways. Now I 
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~ eannot understand, in view of that fact and of the large increase in traffic and 
~ the betterment of the road and the betterment of the rolling stock and of the 
engine equipment, how we are running into such figures as these. It is utterly 
pevpnd me. A larger density of traffic with better equipment and better road- 
ee Ded. 

_ __ Hon. Mr. Dunnine: I might point out that when you are discussing the 
operating deficits, in the old days no interest was charged on it on the Inter- 
colonial and you, of course, now add an item here which never was present in 
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connection with the Government Railways as such. That is really the point 
which causes the difficulty. = 

Mr. Hanson: Is that the item which makes up the difference in capital costs? ue 

Sir Henry Tuornton: Colonel Cantley makes the statement that some, 4 
years ago the Intercolonial Railway was profitable. “* 

Mr. Cantirey: That it had no deficit in operation. a 

Sir Henry Tuornton: I cannot give you the reason for that offhand, but. E 
I can have an analysis made, and I will be glad to present a statement at some — 
latter meeting which will perhaps clear up the point. ‘= 

Hon. Mr. Stevens: Does this item of operating include the contribution to _ 
the Maritime freight rates of $5,138,000. sd Be 

Sir Henry THornton: No, it does not. If you will let Mr. Cooper answer — 
the question, he will clear it up. Be 

Mr. Coorsr: If you turn over to page 44 it there shows that the Govern- # 
ment contribution to meet the 20 per cent reduction in freight rates is aes aa 
to revenue. — 
, Hon. Mr. Stevens: That is the aa 151,000. 

Mr. Cooprr: Yes, sir. 

Hon. Mr. Stevens: Where is the $5,000,000? 

Mr. Coorrer: The $5,000,000 is in addition to that. ‘ 

Mr. Hanson: In other words, the eastern linés~cost the treasury over 
$5,000,000. : 

Mr. Coorrr: Yes, but part of the $5,000,000 is not a cash payment; some- 
thing like $900,000 is interest and other non-cash items are credits in favour of 
the government but we do not draw it down from the government. 

Hon. Mr. Cuapuin: That is shown on page 43. | 

Hon. Mr. Stevens: Can you say how much is necessary to make up the 
operating expenses? 

Mr. Coorrr: The cash. payment by the government in 1928, under votes 411 
and 412, was $2,151,527.75 plus $4,200,356.51; that is about $6,350,000. : 

Mr. Hanson: That came out of the treasury directly on account of the 
eastern lines? : Capen) 

Mr. Cooprr: Yes. = 

Hon. Mr. Stevens: And that allows no interest on Cees = govern- 
ment advances? 

Mr. Cooprr: No. 

Hon. Mr. Cuapuin: For what period was that? 

Mr. Coorrmr: That was the twelve months of 1928. = 

Sir Henry Tuornron: If you take it, you will find the operating expenses 
and operating revenue, and you will find the last item below, item 551, the gov- es 
ernment contribution, which balances. You will find the gross earnings "and tee 
ee tis and everything i in the first column on page 48. The whole thing 1 is sehs = 

orth there. 


Mr. CANTLEY: Rateine to the statement, item 546, interest on funded debt, a 
what does that refer to? 2 


Mr. Cooper: That 1s the interest on the outstanding bonile of the Halifax 
and Southwestern Railway. 


Mr. Beni: Would it be possible, since you have taken over the National — 


Railways, to get a statement as to the eastern lines showing how much they 
have cost? I asked that question because I think, in fairness to you in the — 
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operation of the eastern lines, if there are to be reductions in rates then naturally 

_ there are going to be further deficits, and we might as well face the situation 

which is taking place regarding the eastern lines. 

Sir Henry THornton: The trouble is that prior to last year we kept the 
accounts separate for the Atlantic region, but not the account separate for the 
eastern lines. on | 

i Hon. Mr. Dunnine: But it must be borne in mind that so far as railway 
freight rates are a factor the railway revenues do not suffer one cent, because the 
a contribution is taken in as operating revenue, quite properly, so that there is no 
question of reduced freight rates having anything to do with that deficit. 

Sir Henry THORNTON: The Minister is quite right in that. 

Mr. Cantiry: Item 547, interest on Dominion Government advances,— 

- what does that mean? 

Mr. Cooper: That is interest on government advances to the Halifax and 
es Southwestern, etc., on which the government charge us interest, and we accrue 
it in the eastern lines accounts as a credit to the government. 

Pe Mr. Hanson: You have the interest on the funded debt, that is the $155,000. 
That would be on outstanding bonds on the Halifax and Southwestern Railway? 


___ Mr. Cooper: Yes. 
Be ~ Mr. Hanson: What advances did the government make to the Halifax and 
= Southwestern,—was that for rehabilitation? 


= - Mr. Coormr: They have made advances for capital and deficits over a long 
period of years, since the Canadian Northern received advances from the Domin- 


jon. : 
Hon. Mr. DUNNING: That is the old debt which we have on the whole 


Mr. Hanson: That is part and parcel of that? 


: : Hon. Mr. Dunnine: Yes. : 
Mr. Geary: Have we a comparison of 1926 and 1927 in this also? 


Sip Henry THornton: I do not think so. 
ss ‘Mr. Cantey: How does it come that the interest is greater in 1928 than in 
1927? | 

Loe Mr. Cooper: Because the government have made further advances. They 

are making advances for capital expenditures but not for operating deficits. 

They are making cash payments for deficits. 
— Mr. Cantury: My point is that the amount charged on that account last 

year is greater than the year before by about $12,000. 

ay Mr. Coorrr: That 1s interest on additional advances. 
Mr. Cantley: Why do you deal with advances on the portion of the system 

differently from advances on the Intercolonial system? 

ae : Mr. Cooper: Because the advances by the government to the Intercolonial 

Railway have always been. free of interest, and have been charged to the 

- Consolidated Debt Account; but the advances to the other lines have always _ 

en charged with interest. 

| Mr. Cantey: But why is this item $12,000 more this year than the year 

eae pelore! — 

ee a Mr. Coopzr: Because of additional advances in the meantime. 

ee The Carman: Go on with “ Labour.” 
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Mr. FAIRWEATHER (Reading) :— 


Labour 1927 1928 _ Increase 
Maintenance of Way and Structures... .. .. $ 3,983,715 $ 4,215,493 $3 231.773 
Maintenance of HEquipment.. 2,918,162 2,952,250 34,088 _ 
Pra hte el are kes 364,596 - 392,141 27,545 
Transportation. . 9,557,979 10,127,220 569,241 
Miscellaneous. . QV DL 220,754 3,188 
General. . 634,330 - 654,539 20,209 

Tetal ss oa $14,676,303 $18,562,397 $ 886,044 

Material and Miscellaneous 3 , i: : . 
Maintenance of Way and Structures.. .. .. $ 3,381,529 $ 3,781,936 § 400,407 
Maintenance of Equipment.. 2,638,776 2,712,400 73,624 
Traffic. ; iets : 400,080 © 416,900 16,820 
ah anspor tati ion. 5,103,591 5,213,665 110,064 
Miscellaneous. . 179,048 180,397 1,349 
General. eg pasate cc 647,892 668,566~ 20,674 
Transpor tation for " Investment Gre 37,686 52,899 152138 

Total. $12 312, 230 $12,920,055 $ 607,725 


The increase in employees’ compensation iS caused by lncrennied rates of pay, $218, 412; 

and increased hours worked, $667,632. 
Mr. Hanson: In what particular branches were the increased rates of Daye es 
Mr. Cooper: That is explained down below. ik 
Mr. Hanson: Yes, alright. 


Mr. FAIRWEATHER: (reading) :— - 
Rates of Pay Hours Net 
Decrease Increase Decrease Increase Increase 
Mtee. of W. & 8. $ 69,851 Fees ..4- $301,629 — $231,778 
Mice. of Equipment. . Pee $ 49,064 $ 14,976 eee 34,088 
Traffic. eae 6,858 ae ss 20,687 27,545 
cy anspor tations. 2.45 217,033 352,208 569,241 
Miscellaneous. . 3,861 678 Gaius 3,183 7 
General.. 11,447 8,762 20,209 
Total. . é . $218,412 $667,632 $886,044 


The increase in materia! and miscellaneous is made up:— 


. Price Changes Tncrease in Net 

2 Decrease Increase Quantity Increase 

Mtce. of Way & Structures.. ...,.... en $ 9,905 $390,502 $400,407 

Mtee. of eouinenb P $ 61,582 eh: 135,208 73,624 

Traffic. . : es 2 16,820 16,820 

Transpor tation. 96,795 206, 859 110,064 

Miscellaneous. 4,190 5,539 © 1,349 

General. i. 529 36, 203 ~ 20,674 
Transp. for Invest. Cr. alan, 15,213 15,213" em 

Total. $168,191 775,916 $607, 725 


Mr. Geary: This a good place to adjourn? If I might say so, it would be ees 
a good thing if we could get out of here by a quarter to one. . ee. 
Hon. Mr. DunninG: Should we not determine, Mr. Chairman, what we 
should take up to-morrow? My suggestion is that we should take up ENS 
accounts in detail. te 
Sir Henry THornton: ;I might say that you have now iy prea 
thoroughly the items which are chargeable to expenses. Now you can take the 
annual report and can again “go over the same ground which vou have just gone 
over more in detail. But subuee to your opinion, it occurs to me that vou have 
- now pretty well gone over all the items relating to the operating expenses. You ae 
might, if you wish, consider that closed. Of course you can go over all that — 
again in the annual report; but I do\not-think you will produce any new facts. 
Mr. Geary: These are just primary accounts. 
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r. JENKINS: There is one matter in reference to the Atlantic region. 

What are you doing now, for instance, in connection with the grain you are 
arrying down to Halifax, say? Are you giving us credit on that? 

‘Sir Heyry Tuornton: Oh, yes. | 

Mr. JENKINS: Are you making any money on that? 

Sir Henry THornton: No. 

‘Mr. Jenxtns: Are you losing money? 

Sir Henry THornyron: Yes. 


‘Hon. Mr. DunNING: May I say, Mr. J enkins, that if you ask any railway 
official if they are making money on any particuiar class of traffic, they will 
demonstrate to you that they are not. | : 7 


Sir Henry THornton: If you ask me if we make any money on the grain 
move to Halifax I would say no, we do not. But all the gross earnings 
ch accrue on the grain go into the gross figures and are shown there. 

_ The Cuamman: I understand that to-morrow you do not intend/to go into 
he detailed expenses, which you have already gone through? ~ 
Mr, Geary: I think we should take up the balance sheet. 
Sir Henry THornton : I think that is wise. 

‘Mr. Cantey: Are the auditors here? 

Sir Henry Tuornton: Mr. Cooper is'here. Touche & Company audit the 
unts, and you will find their certificate here. It is a continuous audit. 
Hon. Mr. Cuarutn: I think Touche & Company should have’someone here 

to” epresent them. I would like to find out what they audit. 


Mr. Cooper: The Canadian National accounts are audited from the 
oronto office by Mr. Mathews. — 
_ Mr. Geary: It is a ecntinucus audit that Touche carry on? ‘ 
Mr. Cooprr: Yes, they have men in the office all the time. But there is 
formation they can give that we cannot give you. 
Hon. Mr. Cuariin: I want the auditor to state what they do. 
i ‘Henry THorNToN: Oh, certainly. 
e CHAIRMAN: Will yeu arrange to have him here, Sir Henry? 
Sir Henry THornton: Oh, yes. 


Committee adjourned until Thursday, April 25, 1929, at 11 o'clock. 
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MINUTES OF PROCEEDINGS 


Room 268, Housr or Commons, 
TuHurspay, 25th April, 1929. 


| The Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government met at 11 a.m., Sir Eugene Fiset, the Chair- 
man, presided. , 


M embers present: Messrs. Cantley, Duff, Dunning, Geary, Gray, Hanson, 
Jelliff, Jenkins, McLean (Melfort), Milne, Power, Stevens. 


In attendance: Sir Henry Thornton, President, Canadian National Railways, 


with members of his staff. 


_ Mr. O. A. Matthews of Messrs. George A. Touche & Co., Chartered 
Accountants, auditors of the accounts of the Canadian National Railways. 


Mr. R. A. C. Henry, Deputy Minister, and Major Anderson, of the Depart- 
ment of Railways and Canals. 
ANNUAL REPORT OF CANADIAN NATIONAL RAILWAY SYSTEM 


Typewritten replies were submitted by Sir Henry Thornton to several 
questions asked by members at the last meeting of the Committee. 


Mr. Matthews of Messrs. George A. Touche & Co., Chartered Accountants, 


auditors of this Report, was called and examined as to the auditing methods 
employed. Mr. Matthews retired. 


The Committee proceeded to the consideration of the Consolidated Balance 
Sheet, as contained on pages 14 and 15. The items appearing as Assets, being 
Nos. 701 to 727, both inclusive, were severally called and considered. 


At 1 p.m. the Committee adjourned, until to-morrow, 26th instant, at 11 a.m. 


JOHN T. DUN, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


CoMMITTEE Room 268, 
House oF COMMONS, | 
Tuurspay, April 25, 1929. 


The Select Standing Committee on Railways and Shipping met at 11 a.m, 
the Chairman, Sir Eugene Fiset, presiding. 


The Cuarrman: Sir Henry, I think you have answers to certain ques- 
tions which were asked yesterday. 


Sir Henry Tuornton: Yes. Mr. McLean (Melfort) asked if the loss 
on dining and buffet service is decreasing annually. In 1928 the loss was 
$632,317.58 and in 1927 the loss was $583,394.41. The increased loss is due 
to additional service. I should say that on the basis of these figures there 
probably is-not very much change. | 

Hon. Mr. Stevens asked what additional sum of money would be required 
‘to pay the deficit on the Eastern Lines if the 20 per cent reduction under the 
Maritime Freight Rates Act were extended to the lines from Levis and Dia- 
mond Junction to Montreal. To get even an approximation of this sum would 
require a tremendous amount of work. 

Hon. Mr. Srevens: Do not bother about it further. 

Sir Henry Tuornton: Mr. Bell (St. Antoine) asked how much have 
the Eastern Lines cost Canada since the present management of the Canadian 
National Railways assumed office. This statement includes the revenues and 
expenses and net losses from 1923 to 1928, inclusive, and is as follows:— 


Year Revenues Expenses Net Loss 
| Bes ets: $ cts. $ cts. 
AMIR ee are eh ee Na se Ee et Tee 96,297,883 52 | 30,537,434 99 4,239,551 47 
OFA eR Metagt hoe Peee ane ./s te oe Sena OR gos hee RE 24,449,496 92 26,907,259 36 2,457,762 44 
| RUA ea seh StS es > ee WE St Sg IN Ae oe Uo es Oe 24,074,879 01 26,117,205 05 ; 2,042,326 04. 
ODORS ar Sh NAG SOC Foe eee ence ee ae an Rea 25,104,984 08 28,919,415 35 3,814,431 27 
1 ACR eae a BI og SAC EGNY oo ea PR Cas act NPN Renae Meee 26,162,744 12*| 29,989,582 86 3,826,838 74 - 
1928... Rian Re ieee che | erica ag arte Her cease eg Lata a re seca 27,959,347 30*| 31,483,351 52 3,524,004 22 


154,049,334 95 173, 954, 249 13 19,904,914 18 


Nore.—The figures prior to year 1927 are the Atlantic Region figures, plus an arbitrary adjustment 
in respect of lines west of Monk and Riviere du Loup. 
*Y ear 1927 revenues include $931,809.89 and year 1928 revenues include $2,151,527.75 contributed by 
the Government under the Maritime Freight Rates Act. 
Mr. Hanson asked, what are the charges to Maintenance of Way and 
Structures on the Atlantic region for the last six years. The answer 1s as 


follows:— | 
Si ets See pene es Coie a he _. $  6;505,697 24 


i ee ee ee a re Op te ee 5,217,435 35 
HONG Bh ee gre ot, ie gh eG eee aren 5,215,136 48 
i aN le wae oe 6,833, 660 40 
Uti ee a ree PS nee ea yy 6,827,581 02 
PR es er a cs eve oe re ae ge 7,413,617 62 


*Y ears 1927 and 1928 are Eastern Lines’ figures, less a mileage proportion for lines west of Monk and 
Riviére du Loup. 
: - {Sir Henry W. Thornton.] 
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Hon. Mr. Stevens asked what proportion of the different classes of equip- 
ment, freight and passenger are now rented on the system, and what were the 
proportions for the last four years. This is rather a difficult statement to read. 


Shall I just put it on the record? 
Hon. Mr. Stevens: Yes, that will be all right. 


FREIGHT EQuIPMENT 


Excess number of 
foreign cars on 
system lines over 


Year Freight cars system cars on 
owned foreign lines, under 
usual interchange 

arrangements 
LAs Pre Maton Ri cmny fle ae MRI A a ae ae ts UY Pe are 126,399 4,708 
LY ae ee ne Me Oe ANG CMP DO TMK mana ACMA EA RN oy Ae Sees AL Rl ie ih 123,573 10,386 
|b 4 ena ent Scie UURRMRGE cP OMNI Abu oabcl nae iiPy Stan Deeg a URI) be 123,996 39,873 
1938 0. DR a eth a eee en ave 119, 984 16,442 


PassENGER EQUIPMENT 


SS STN - ESE SNE SSS = TS ECCT Semen eS I DDN NE ellen ; 
SN RT a AR aT RB Sa a a ec tN OE MR SEES IES See SE 


Passenger Rented | 
Year cars (Seasonal 
owned only) 
| 71 ee eLearn ANNIE RAN on Ui xem sity Se Re SS Aare 3,564 | 27 sleepers 
4 parlour cars 
39 coaches 


65 express cars 


: 1 a eee RENIN Bates MORRIE ONE OMCs Luh cig ais vores t EAS ye! 3,588 | 27 sleepers 
55 express cars 


DOF oe es ee a i 3,689 | 15 coaches 
50 express cars | 


BD Sy a GU eRe Ua Sadia ea, De PET AR Mer lets ie Garb 3,721 2 parlour cars 
> 60 express cars 


a 
Norge.—In addition, in 1928, there were a few passenger cars temporarily loaned to us by the Dela- 
ware & Hudson Company and the Great Northern Railway. 


\ 


Hon. Mr. Dunning: There is one qualification to that which arises, if I 
am correct In assuming that the unit has increased in capacity during that year. 
Sir Henry THornron: Yes, you always have to take into consideration 
the fact that the capacity of cars is constantly increasing; that is to say, 10,000 
cars to-day will carry more freight than 10,000 cars of twenty years ago. 
Mr, Geary: What lines originally comprised what are now the Eastern — 
Lines? oe . ie 
Mr. FarrweatHer: The Eastern Lines comprised the Intercolonial Rail- 
way, the National Transcontinental Railway from Diamond Junction to Monc- _ 
ton, the Halifax and Southwestern Railway, the Prince Edward Island Railway 
and the Inverness Railway. CaS a 
Hon. Mr. Dunning: Are not some of the old Canadian Northern branch _ 
lines included? Bs 
Mr. FarrweatHer: The Halifax and Southwestern. : a 
‘Mr. Hanson: And the St. John and Quebec Railway. 


Mr. FarrweatHer: That is part of the Intercolonial. a 
[Sir Henry W. Thornton.] = 
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Mr. Geary: The Halifax and Southwestern was government owned? 

Mr. FairweatHer: No; it was part of the Canadian Northern. 

Mr. Geary: Taken over with the Canadian government lines? 

Mr. FAIRWEATHER: Yes. 

‘Mr. Geary: And government owned in that sense? 

Mr. Farrweatuer: Yes. 

The Cuatrman: Hon. Mr. Chaplin asked yesterday that we have one of 
the two auditors here this morning. Mr. Matthews is here, but Mr. Chaplin is 
not. 

Sir Henry THornton: Might it not be a good idea to send him word to 
see 1f he could manage to be here? 

Hon. Mr. Stevens: While Mr. Hanson is out, may I ask, Sir Henry, this 
question in regard to the question which I asked yesterday. The answer before 
me indicates this, first in regard to freight cars, that in the year 1925 freight 
cars owned by the system were 126,399; in the year 1928, freight cars owned by 
the system were 119,984; or a shrinkage of approximately 6,000 of freight 
cars owned by the system. 

Sir Henry THornton: Yes. 

Hon. Mr. Srevens: In the same period, that is in 1925, the excess of 
foreign cars on the system over the system’s cars on foreign roads was 4,700 ein 
1928, it was 18,442. ~ 

Sir Henry THornton: 16,000 odd. It is not very clearly typed. 

Hon. Mr. Srevens: I will make the correction. 16,442, or virtually an in- 
crease of approximately 12,000. ; 

Sir Henry THornton: That is right. 

Hon. Mr. Stevens: Sir Henry, would not that indicate that on the ques- 
tion of equipment the road was rather starving itself? 

Sir Henry THornton: It might indicate that, if there were no knowledge 
of the underlying facts. 

Hon. Mr. Stevens: That is what we would like to have you tell us. 

. Sir Henry TuHornton: What has happened is this. It is true that the 
actual number of units has decreased from 126,000 roughly to 120,000, and 
that difference is due to retirements. Now those cars that have been retired 
have been replaced by cars of much greater carrying capacity, much greater 
service ability; that is to say, you judge the freight car equivalent of a rail- 
_ road not exclusively by the number of cars that it may have in its service but 
also by the character of those cars and their usefulness. On that basis, the 
actual improvement in the condition of the equipment has been about twenty 
per cent over that of 1925. In other words, we would say that the usefulness 
_ of our equipment for carrying purposes is more efficient in 1928 than it was in 


Hon. Mr. Stevens: Just a moment, Sir Henry. I must say I scarcely 
follow you there. You do not mean to suggest that the 119,000 cars, even with 
_ the increased capacity of the new cars which have been added in that four year 
period, would exceed the tonnage capacity of the 126,000? 

Sir Henry THornton: Yes I do. That is exactly what I mean. What 
I mean to say is— ae 

Hon. Mr. Srevens: Just a further question right there. How many cars 
_ have been added in that period? 

_ Sir Henry Tuornron: While I am waiting for that information, may I 


pass on to the other part of your question, Mr. Stevens, that is to say, the 
{Sir Henry W. Thornton.] 
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increase in the use of foreign.cars from 4,000 to 16,000. That is largely and 
almost entirely to be explained by the increase in business that we have ex- 
perienced. Now in our business, when business increases we can do one of two 
things, we can either buy enough cars to take care of that business without 
the employment of foreign cars, or we can avail ourselves of the use of foreign 
cars, at the usual per diem rate; or there is a third thing that we can do, which __ 
is a little of each. Our large freight car requirements for carrying purposes is 
seasonal. There is a very heavy demand which comes on us when the crop — 
comes in. That demand means that we commence in June, and ~sometimes 
earlier, to distribute empty grain cars at the various stations through the west, 
_in order to be ready for the movement of the crop; and those cars will stand 
idle for a good many days; perhaps the average would be something like thirty 
days. All of that means, together with the movement of the crop itself, very 
heavy seaonal demands for equipment. It would not be economieal, certainly 
under present conditions, for the Canadian National Railway to equip itself 
by the purchase of all the cars which would be needed for such a seasonal move- 
ment, because they would not be of any use the rest of the year. Consequently 
we think it more economical to avail ourselves of the use of foreign cars for 
a seasonal movement of that character. That explains partly the use of the 
number of foreign cars which we have shown. And, secondly, the general — 
increase in the Company’s business, particularly the very large increase we 
have had in the volume of the crop in the past. few years would explain the 
rest of the difference. Is that clear, Mr. Stevens? 

Hon. Mr. Stevens: Oh yes, I cannot say that I am convinced. I cannot 
say that it is quite clear. 

Sir Henry THornton: All that I can tell you is to.tell you the truth: 

Hon. Mr. Stevens: I am not questioning that. But I do offer this sugges- 


tion, that it looks to me as a rather precarious position that you are in, in 
depending upon foreign cars. You see you have an increase of. foreign cars 
of about 12,000, which is a very large increase in four years in excess of your 
cars of foreign systems. Supposing the foreign companies were to start, as 
they did after the war, when the United States Government turned back the 
railways, and there was a wholesale demand for the return of cars and a _ 
strenuous effort made, and supposing such a move were made suddenly, as 
such moves always come, would you not find yourself in an awkward position? 
Sir Henry Tuornton: We have not had any trouble and do not anticipate 
any trouble. I might say that even if I had at my disposal as the head of this _ 
railway all the capital necessary to build equipment so as to do away with the 
use of a single foreign car, I would not do it; nor would I depart from the policy __ 
which we are now following, and which I believe to be in the long run the most 
economical policy on the part of the company. | = a 
Of course those are things which necessarily involve some knowledge of — 
transport and transportation problems, and I can tell you that so far as I have 
any knowledge of the business or the profession, that is my considered opinion. 
Others may differ with me. | Pe Pas 
Hon. Mr. Stevens: I could not put my opinion against yours, and would _ 
not presume to do so. | “Shee 
Sir Henry THornton: On the contrary, I would very humbly consider 
anything which you might suggest. ~ Sire 
Hon, Mr. Dunnine: I have the Canadian Pacific statement here, and 
adding together the classes of cars listed, which would fall within the classes 
referred to, the Canadian Pacific Railway has just over 99,000 in those classes’ 
of cars. That appears to be fairly comparable, having in mind the difference — 
in mileage; freight and cattle cars about 90,700; conductors’ vans, 1,395. 
[Sir Henry W. Thornton.] Bees 


> 
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_ Boarding, tool and auxiliary cars make up the balance of the total which is 
_ just over 99,000. Of course they do not give any information in the C.P.R. 
annual report of the number of cars rented, so that we cannot make the com- 
parison there. | 

Mr. Power: Are there certain seasons, Sir Henry, when we have more 
of our cars in the United States? a 
Sir Henry TuHornton: Oh yes, it fluctuates with the Seasonal movement 
of different kinds of traffic. Our arrangements with the American railroads 
have been extremely agreeable. For instance, last year I anticipated a pretty 
_heavy crop movement and I took the question up with some of the American 
railways for seasonal assistance, and we got it. And in the same way we send 
our cars over to them. - 

Mr. Hanson: It balances up? 

Sir Henry TuHornron: Yes, more or less, it balances up. Just another 
thing in reference to the question which Mr. Stevens asked. Last year we 
bought 4,000 new cars and 6,700 cars are on order. In other words, we prac- 
tically have new, with what has been bought and what is under construction, 
10,700 new cars. 

Mr. Power: What is the annual wastage of cars? 

Sir Henry TuHornton: About 3,000 cars a year. 

Mr. Power: So that you are keeping ahead as well as you can? 

Sir Henry THornton: Oh yes. 

. Hon. Mr. Dunnine: Last year some information was asked for about 
the old cars which the company had, and I remember the information given 
was that the 40,000 cars would be eliminated in about one year from then. 
Bearing on that, I understand that the new cars are of not less than 80,000 
pounds capacity. 

‘Sir Henry Tuornton: Yes, not less than that, and some of them more. 

Hon. Mr. Dunninc: And some of them 100,000—and that is very 
important. 

Sir Henry Tuornton: As a matter of fact we have certain problems in 
connection with our equipment to be worked out. A good deal of our equip- 
ment, when the government got possession of these railways, was a wooden 
type; and like all wooden cars they begin to go more or less about the same 
time. Now we have been trying for the last six years to sort of massage that 
problem out of our equipment; but it has got to be done with some recognition 
of the length of our purse. And that is what any private company would do; 
they would not rush in and buy a whole ‘lot of new cars and try to solve their 
problem all in the first year or so. It is somewhat the same problem that we 
have had in our maintenance, in the condition of our tracks. As the earnings 
have increased, and as the business has increased, as the net earnings of the 
railway have permitted, we have correspondingly increased our efforts to get 
rid of this obsolete equipment, and also to improve the track. Now, that will 
probably take a period of some years to get rid of entirely, but it ought to be 
done, as I say, intelligently and with caution and with some regard to the 
finances of the company. 

- Mr. Hanson: That seems reasonable. 
Hon. Mr. Dunning: From what. Mr. Hungerford tells me apparently 
120,000 pound cars are the requirement. | 


_ Sir Henry Tuornton: Yes. 
Mr. Geary: What part of your cars goes first. 
_ Sir Henry Tuornton: Mr. Hungerford can probably answer that better 


than I can. 
(Sir Henry W. Thornton.] 
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Mr. Huncerrorp: I think all parts of the trucks go about uniformly. 
The wearing-out process is practically uniform. 

Mr. McLean (Melfort): And the trucks would probably be of no use, 
anyway, after the body of the car has gone. 

Mr. Huncerrorp: ‘There is no uniformity. 

The CuarrmMan: Gentlemen, we have heard Sir Henry Thornton on the 
analysis, and it has been suggested that the operating expenses would not be 
gone into in detail. Is it your desire that we should consider the balance of the 
report now, or shall we wait until Mr. Chaplin arrives? 

Hon. Mr. Srmvens: Mr. Chaplin will not be able to be here. I think 
we could ask Mr. Matthews a few questions. 


Overton A. MatrHews called. > 
The CHatrMAN: Turn to pages 14 and 15, Mr. Matthews. 


By -Mr. Geary: 


Q. Before the evidence goes on, Mr. Chairman, I was going to ask Mr. ~ 


Matthews this; are you responsible for the form in which this certificate 
appears?—A. Yes. 

Q. Is that the usual form of your firm?—A. That ts our usual form issued 
on our American Railways. 

Q. I notice it is quite different from that of the C. PR. . The (PP Re have 
a firm of auditors, Price, Waterhouse and Company of England. I used to 


think of them as of Montreal: are they of England?—A. That is their head- 


quarters. 3 : 

Q. They say that the balance sheet shows the true financial position of 
the company at that date, as compared with your certificate, which says that 
it exhibits a true and correct view of the affairs of the system. Is there any 
significance in the change?—A. No, Colonel Geary, except that perhaps every 
firm have their own style of Onn T NS There is little difference in the effect 
of those two clauses. 


Q. Is there any?—A. Will you just read Price, Waterhouse and Com- — 


pany’s again, please? 


Q. There it is, at the bottom of the page, on the right hand side?—A. -™ 


I would say that there is no difference. 


Q. Then yours means that this balance sheet exhibits, as nea term it, | 


the true financial position of the company?—A. Exactly. 
Q. It Just struck me that there might be a little difference. 
Mr. Hanson: They are a little extra cautious. 


Wirness: As I say, every firm of accountants, like lawyers, have their 
own phraseology, to say the same thing. 


Mr. Hanson: I do not think that is quite true. 


—— 


Mr. Geary: The only difference is that lawyers have to decide what you 


mean, when you put in a certificate. 
Witness: It is the same, practically. 


By Mr. Geary: 
@. While I am on this, I see that you have socenied these investments, 
starting at 701?—A. The three accounts, Mr. Geary, 701, 702, and 705. 
Q. These you accepted as of the Ist of January, 1923?_A. There is no 


other way that that could be done. For instance, included in the Canadian 


[Mr. O. A. Matthews.] 
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National property accounts are the accumulated property investments of the 
Canadian Government Railways, the Grand Trunk, that started seventy-five 


years ago, Obviously we have to make clear the point at which we start 


the investment account. 
A 
By Mr. Hanson: 


Q. For your own protection?—A. Yes, to know where it did start. 


By Mr. Geary: 

Q. You take their inventory?—A. There is no other way, Mr. Geary. What 
to-day would be accepted as a basis of capital expenditure, distribution as be- 
tween capital and income, was not the basis of twenty-five or fifty years ago. 
I know even in the twenty years I have been in this business on American rail- 
ways, there have been changes, and in Canada particularly. When we used 
_ to audit the old Canadian Northern fifteen years ago, they were operating under 
a basis entirely different from what the Inter-State Commerce Commission 
prescribed, and while they operated on a common sense basis, it was not exactly 
the way we would base the expenditures to-day, because years bring changes 
of view, changed conditions of accounting, the same as in operation, so that it 
would be obviously impossible to bring the* expenditure basis from 1850 up to 
1923 on anything like a uniform basis. We therefore make our position clear. 

Q. Whatever they do in 1928, in their balance sheet—- —-A. We start from 
there, but from there on we accept full responsibility for the capital charges. 


By Mr. Hanson: 


Q. Your point is that there has'been an evolution in the science of account- 
ing in twenty-five years?—A. Not so much in the twenty-five years. There has 
been in some of our Canadian properties not so much in the American properties, 
because the Interstate Commerce Commission classification has been more 
uniform than the ordinary Canadian property, because we have not had a 
standard. 


: By Mr. Geary: 

_ Q. Do you adopt the Interstate Commerce Commission’s standard entirely? 
—A. Well, Mr. Geary, there is one principal exception to that. We work under 
the Interstate Commerce Commission’s classification for the Canadian National 
the same as we do for some other American railways for which we are auditors 
with the one exception of the policy of depreciation. That is a rather lengthly 
subject. If you want me to give you our ideas on that, why we fall in with the 
Canadian National policy on the retirement basis rather than on a theoretical 
depreciation, I will tell you, but: that is.the main exception. 

_ @. I would like the practical working out of it rather than the theory; I 
know it is very long?—A. It is something like religion and politics—one never 
gets to the finish of it. There are two schools of thought, in the matter of 
depreciation for railways particularly; one is a theoretical depreciation. That 
sets out the average life, and accrues against that a certain percentage of 
depreciation, on the theory that after twenty-five years a box car will cease to 
exist. . That is all very well in theory, but unfortunately matters of obsolescence. 
and so forth intervene, that very often upset completely the figures that have 
been set up. The Canadian National have adopted as opposed to that the- 
oretical depreciation— 
Q. I suppose they have a mortality table?-—A. For reasonable certainty, 
but obsolescence is impossible, because no one can foretell the changes which 
, [Mr. O. A. Matthews.] 
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may take place in the types of equipment particularly. The Canadian National 
have up to this time worked on the basis of a retirement policy that is actual 
depreciation, if you care to put it that way. One has to be very careful in the = 
acceptance of any such accounting policy. For instance, if this property 
were new, their present policy. would not be acceptable. If we as auditors had 
any feeling that the operating department were withholding from the accounts, 
the reflection of the retirements other than had or should have been made, again ~ 
that policy would not be acceptable. But the ground upon which we accept the 
retirement basis is this, that the Canadian National Railways as an operating 
entity, and taking into account all the operating entities that comprise it, have — 
been in existence a great many years, therefore, there have been from the first 
year of the System considerable retirements, and continuously so. We have 
been in touch with this property from one end of the system to the other, as far 
as we consider it necessary, in order to determine whether the Operating Depart- 
ment were supplying the Auditing Department with figures which were a fair 
reflection of the retirements, and we have found this, as auditors as well of 
American properties, that the retirements during a period of years over a big 
system, where you have retirements on a fairly even basis over a period.of years, _ 
your income account is in the long run as nearly correct as a great many of the — 
theoretical estimates that are made. . . | 
@. The income account?—A. The income account, because your income 
account reflects the retirements, or the amount of depreciation provided. I 
may say that opposed to that the Interstate Commerce Commission have been 
giving a great deal of attention to this question of depreciation. JI think it 
was in their Order No. 15,100, issued some time ago, that they carried the 
theory of depreciation to an extreme point. Heretofore they had been apply- 
ing depreciation only on equipment, but they extended it in this proposal and, 
as was expected, the American properties took such exception to the imprac- 
ticability of many of the clauses that it has been held up, and nothing has been 
done. Prior to that time, the Interstate Commerce Commission had made — 
depreciation on equipment, obligatory on the American lines, but they have 
left it now to the discretion of the respective properties. oe 
Q..They have left it discretionary?—A. The amount of depreciation. I 
have in mind one road which used to allow one quarter of one per cent; another ~ 
road doing well might allow four per cent on their equipment and so on. Our — 
feeling on depreciation is that the Canadian National in the matter of retire- 
ment accounting, all those other things being proper, in our opinion the income — 
account 1s fairly reflective of what the operations have been for that year with 
equal accuracy as if the information had been provided on a theoretical: basis. — 


~ 


By Mr. Hanson: : ae 2 
Q. The sum was checked up?—A. We have access to all the operating — 
records. We go right back to the superintendents’ offices, to the road-masters’ 
offices, where we think it necessary; the shops, the chief of car equipment, the 
chief of motor power; all these records are available to us for any purpose. —S— 


By the Chairman: 
Q. At all times?—A. At all times. 


By Mr. Geary: - | Bera go 

Q. You use these to split disbursements into capital and operating?—A. 

No. This is just on the question of retirements, because the question of retire- — 
ments 1s a very important one, in that it relates itself to the depreciation ele- 

[Mr. .O. A. Matthews.] : Bite ati: 


if 
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_ ments. You see we would not be prepared to give a certificate on the income 

account knowing that the depreciation had not been theoretically provided 

for if we did not feel well satisfied that the retirement gave a fair reflection 
of the equipment. The question of capitalization is another story entirely. 


By Hon. Mr. Stevens: 


@. On the question of equipment retirements, Mr. Matthews, the report 
shows, if I recall rightly, 4,200 and some odd freight cars retired last year; 
4,438 system cars were retired in 1928?—A. I have not the figures. 

Q. That is the figure. I am going to put a hypothetical question upon these 
figures. Sir Henry Thornton tells us that those are largely 30,000-pound cars? 

~ Mr. Marrnews: 30-ton box cars. 

Hon. Mr. Stevens: Well, they: would represent the cost of approximately 
what, $700? 

~ Mr. Matruews: Some of them would run as low as $600. 

Mr. Cooper: The average cost is about $850. 

Mr. Marruews: It depends on when they were bought. 

Hon. Mr. Stevens: They are replaced with those 120,000 pound cars, 
~ and they will cost what? 

Mr. Cooper: About $2,800. 

Hon. Mr. Srevens: - You retire, we will say, the 4.438 at $850, and that 
would be the retirement sum— 

Mr. Marruews: Less salvage. 

mi Hon. Mr. Srevens: Which amounts to approximately how much, Mr. 
Hungerford? 

Mr. Huncrrrorp: Perhaps $100. 

Hon. Mr. Srevens: We will say, therefore, $750 is the average for the 

retirement of the 4,438. These are replaced with a similar number at $2,800 

a car. Where do you reflect, and how do you distribute them? 

Mr. Matrnews: The original sum is $850, we will say, Mr. Stevens. 
The first thing is, that is credited to the property account because it has ceased 
to exist; the $750 is charged into your operating expenses as retirements, and 
the $100 or $50 is charged into your stores as the value of your scrap; the other 
one is set up as in equipment— : 

Hon. Mr. Stevens: In full? 

Mr. Marrnews:.. In full, because it is the present asset. The other asset 
has ceased to exist as a freight car. It only has a scrap value of $100 and it 
is reflected in 716, Material and Supplies. 

Hon. Mr. Stevens: I am not criticizing; I am just asking for information. 
_ Do you consider that a fair presentation? 

Mr. Martnews: Yes, sir, and there is no other way. It is not only fair 
but it is the established precedent all over America on railroad accounting. 

Hon. Mr. Stevens: Except theoretical depreciation? 

Mr. Marrnews: Yes, that is what I have said, Mr. Stevens. ‘Taking it 
all in all, for instance, if this road were one hundred miles long and you retired 
the only round house you had in one year you see the theory would not work. 
But we have the largest railroad in the world here, with 22,000 miles of track, 
and, as I say, taking the thing all in all for a period of years, you may have 
your instances here and there where it would appear to penalize, but taking 
it all in all, year in and year out, the result is as fair ag anything that can be 
_-used on the basis of elementary depreciation of other. companies outside of 
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Canada. I am only speaking from income, Mr. Stevens, because I am afraid, 
from our point of view, this whole question- of capital expenditures has been 
little understood. I do not know whether some of the things that I hear 
travelling around are indicative of the average opinion, but I heard.a man not — 
very long ago, going down to St. John, claim that all the figures that were — 
in the Canadian National were sent down from Ottawa and copied in the books 
in Montreal and we just signed it. I thanked him for the information and said : 
I was very sorry to hear that. Do not get me started on. this question of capital — 
expenditures because we will not be able to get away to-day. But on the © 
question of capital expenditures I am prepared to answer any questions as to — 
the matter of the division between capital account and income, in the matter of — 
its apportionment, or on the question of retirements, or depreciation, or anything — 
that affects that capital account. We stand behind it absolutely without any © 
qualifications since the first of January, 1923, and we stand behind this Income ~ 
Account without qualifications. : 7 

Mr. Geary: What Mr. Stevens is asking is Just what you stated originally, 
that you have come to the conclusion that the retirement basis is the proper 
basis upon which to operate this road. 2 

Mr. Marruews: That is a pretty difficult thing to say, because that 
would seem contradictory. If on the other hand an American railroad is — 
using a depreciation basis we do not say to them, “ Well, now, on some of that 
work we work on a retirement basis”; we weigh it up; we have to take each_ 
company as we find it. | we 

Mr. Geary: But you believe that the retirement system is the one properly — 
applicable to your company? : ah 

Mr. Marruews: We think it is a fair one. On the other hand, if the ; 
company decided to adopt the theoretical depreciation of the Interstate Com- — 
merce Commission, if the rates were reasonable we would not object, because — 
there is no law in accounting. It is a matter of reasoned judgment and exper- ~ 
ience, and one cannot say that theoretical depreciation is right to the exclusion — 
of the retirement policy; no one can say to the contrary. It is a matter 
of condition, and a matter of the experience of the particular firm doing the 
work, I suppose. 3 St 

Mr. Geary: You get a turn-over cycle in a railroad of this sort to begin — 
with, and you would have quite a job to reclassify this account? _ 3 

Mr. Marruews: You mean for depreciation? 

Mr. Geary: Yes. | 5 

Mr. Marrurews: You certainly would, and there are many arguments. 
against theoretical depreciation, and one is obsolescence. — Tee 

Mr. Geary: I have used that as far as I could. 

Mr. Marruews: We have all had a little experience on those questions. 
We feel that the income account fairly reflects in that it includes every question 
that enters into capital expenditures. 

Mr. Geary: Referring to Mr. Stevens’ question just how much was the © 
big car? ae 
Mr. Cooprer: $2,800. 

Hon. Mr. Stevens: $2,800 for the new car and $850 for the old. 


Mr. Geary: Would you state, in the language of the street, if possible, 
just where that would be reflected; take your income statement here and the 
one before us. v4 


Mr. Marruews : Take the question of freight trains, 316, page 20. Jushe 
take a theoretical case. We have an old car valued at $850 and are subsituting — 


a new car valued at $2,800, with a theoretical salvage of $100. The first entry 
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is Debit Account 316, that is, freight train car retirements, $750. Debit Account 

716 in the Balance sheet, Material and Supplies, page 14, $100. Credit Account 

701, on the same sheet, with $850. Now, that has taken care of the property 

account and the income up to that point. Then the purchase of the new equip- 

ment is a straight addition to 701 and a credit to 708. : 
Mr. Grary: Yes, I see that. Then 701 keeps mounting does it? 

Mr. MarrHews: Well, it keeps mounting, Mr. Geary, if the purchases 
exceed the retirements. = 

Mr. Geary: Yes, that is what I mean, on the instance that you have 
given us. 

: Mr. Matruews: Yes, if the purchases exceed the retirements it mounts. 
If a road was retiring more than it purchased the property account would go 
down. 

Hon. Mr. Srrevens: - My question a moment ago was directed—and it is 
the only question in my mind—as to the fairness of this method; that is, the 
difference between the retiring of the $850 freight car, replacing it with a 
$2,800 freight car, and crediting the assets shown! with the full $850. 
| Mr. Matruews: We credit the assets with $850 and debit the assets with 
$2,800. 
_ Hon. Mr. Stevens: You are quite right, debit the assets with $2,800. The 
question in my mind is whether that is fair to the system. 
_ Mr. Marruews: Supposing, Mr. Stevens, you were operating a railroad 
with one freight car and this freight car was retired; you bought a new one, and 
in submitting your balance sheet would you not expect to find in that $2,800? 
That is the car you have got, that.is the theory. 

Hon. Mr. Stevens: I quite understand the theory. 

Mr. Matruews: That is the fact, is it not? 


Hon. Mr. Srevens: But you have on the system one hundred and some 
odd thousand cars. You have a car which we will say this year has done a 
certain amount of revenue freight work, and it is an $850 car. You retire that 
car and you replace it with a car that will carry double the amount but its cost is 
$2,800. Now, the question is whether your income from the operation of a 
$2,800 car is going to be as profitable to the company as the income from the 
old $850 car? Bi 

Mr. Marruews: It is a difference in costs— 

. Hon. Mr. Stevens: You can increase your assets, but is it a true reflection 
of your company’s condition? 

Mr. Matruews: I am afraid J cannot agree with that, sir. 

Hon. Mr. Stevens: That is the question in my mind. 

_ Mr. Marruews: True condition is a pretty definite statement. I think the 
true condition is that the property has an asset of $2,800. 

Hon. Mr. Srevens: At the present time you are replacing old equipment 
with new equipment, and this applies more perhaps to the motive power than 
it does to the car, very expensive motive power, and if you set up a depreciation 
accaunt now and then I could appreciate the real soundness of the system 
that you are following. 

Mr. Marrurews: Well, Mr. Stevens, I am afraid I have set out our views. 
I must say that I have attended a great many meetings and gatherings in the 
United States and Canada, of men who have given their lives to the question 
of railroad accounting and there are two distinct schools of thought. I am 
not prepared to say that one is wrong to the exclusion of the other. 

Hon. Mr. Stevens: But you are entirely satisfied that that is the situation? 
[Mr. O. A. Matthews.] 
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Mr. Marruews: Our opinion is that the present system is sound, a 
provided that the relationship of the operating department to the accou 
department records reflect the actual retirements, or the property that s 
be retired. But, of course, the danger in this is—and IL realize it, becau 
have all’seen its application where properties have been atlowed to run 
for various purposes, and they have purposely deferred retirements, an 
other times have made retirements and kept them out of the accounts. I 
of course, is not to be defended from any point of view, but as long as the 
Canadian National Railways continue to make a fair representation of the 
retirements we feel that the basis is fair. a) 

Mr. Geary: You check that retirement up as best you can? Sees 

Mr. Marruews: Yes, Mr. Geary, we do. The question of capital expe 
tures is a question of continuous check with us. oie Se 

Mr. Geary: May I just follow that. Assuming, as the balance sheet sta 
that there is just the one car retired next year, $850, then there is a cre 
701, that is, it is decreased by $850. Si oe 
’ Mr. Marruews: Originally the $850 that was in it, so you have ne 
there then. Ut a 

Mr. Geary: Assuming you have all this, and then 716 is charged with $100 

Mr. Marruews: That is the value of the material. ee e 

Mr. Geary: So your 701 would be decreased by 650,000— _ a 

Mr. Marrews:~Yes, and this income account would absorb the loss. _ . 
Mr. Hanson: What is the system followed by the Canadian Pacific Rail 
way? a 
Mr. Marruews: I am afraid you will have to ask Price, Waterhouse abc 
that; I do not know. We can give you all the information about the Canad: 
National, but I am sorry I cannot tell you anything about the C.P.R. 

Mr. Geary: Account 701 to-day, assuming the figures as of Januar 
1923, are correct, represents what is there on the system— Oe ee a 


Mr. Matruews: Mr. Geary, if you take that balance sheet item by iter 
and take the statement we make at the first of January, 1923, when 
accepted what anybody else would have had to accept, a figure which coul 
not be checked, every asset and liability has been audited, I think, as of Decer 
ber 31st. If you pick out any account we will tell you how we do it, and to’ 
extent. The questions of securities, cash, accounts receivable and payab 
anything at all on that balance sheet is audited by us at the end of December; 
starting with the capital expenditure as of the first of January, 1923. Pe 


Mr. Geary: And what you have to say about capital—I do not want you 

to embark— : EE ee 
Mr. Marruews: Do not get me doing that.. Bee eee tee 
Mr. Geary: But there is some yardstick or some rule— 
Mr. Matrurnws: Decidedly. We work on the basis of the Inte 
Commerce Commission’s classification, which, whilst it is not perfect—it _ 
human. weaknesses—at the same time is the product of the best account 
knowledge and men which they have. They have been getting together sin 
1887, or something like that, but the Inter-State Commerce Commissic 
really exercised real accounting control since 1907, so you might say that it h. 
been for twenty odd years and in that time it was made a subject of sor 
change, but they are contstantly getting together so that we are workin 
the accepted basis of all American railroads, and whether it be right or 
it is the best that is available, and it is uniform, which is perhaps mo 
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can be said for all other railroads. The Canadian National Railways is subject 
to a definite basis, and perhaps there would be a little better understanding 
of some things if that were true all around. ~ | 

a _ Mr. Geary: You use that rule in splitting expenditures? 

~ Mr. Marruews:. Yes. 

_ Mr. Geary: Relaying track or something of that sort? 

_ Mr. Marruews: Yes. We follow the Inter-State Commerce Commission. 
The relaying of track is based upon the excess weight, ties are treated accord- 
ing to their own particular rule. For instance, the labour of taking up and 
putting down ties is all operating expense. Replacing a trestle is treated on 
alittle different basis than rails. It is on a retirement basis, whereas rails 
are on an excess weight basis, but all on the basis which have been accepted 
by American railroads for the same thing. It may be subject to change, and 
when it does we will have to abide by it. 

* Mr. Geary: The question which occurred to me, Mr. Matthews has 
answered, that is, that his certificate while it seems a little wider than a corre- 
sponding one I have read, means the same thing, and it does represent the true 
financial state of affairs at the moment. There is no reservation? 

Mr. Matrurews: Except onthe property. We have no reservation in that 
balance sheet with that exception. That brings up a very big question, that 
if this property were revalued: the complexion of this balance sheet would 
change according as the valuation differed from the books as at the first of 
January, 1923. If at any future time there were any change in the capital 
structure—and I mean by that, capital stock structure—the relationship of 
these advances by the Dominion government would change, but at the end of 
December, 1928, the holdings of the Dominion government, their advances and 
so forth, were stated as being in agreement with the government’s accounts, 
subject to certain reconciliations, and it was agreed to by the government. 
Now, as far as we are concerned, they are the creditors, and as long as the 
Dominion government agree to the figures shown there, we are not in a position 
to say whether it should be increased or decreased, but I am saying if in future 
years there should be any drastic change in the policy, those figures would 
shange accordingly to those stated as of a given date. 

__, Mr. Gary: I notice in one of the-reports of the Department under 
‘Liabilities ” on page 15, ‘‘ Funded debt unmatured on loans from the Dominion 
amounting to $614,000,000; interest accrued but unpaid ”’—so much. There is 
10 compounding of interest there? 

Mr. Marruews: Simple interest by the year. The increase in that 
1ccount for the year is approximately offset by the income account for the 
rear,account 546a. 

_ Mr. Geary: That is quite true, but_when the government charges interest 
m the above, it is at simple interest only? 

_ Mr. Martuews: Yes. I would say this: if you were my banker— 

_ Mr. Hanson: He would compound interest by the month. 


_ Mr. MatrHews: —and you charged me simple interest and I get a certifi- 
ate from you at the end of a month, I do not know whether you should charge 
ne compound interest. The fact is you certify that interest hability as being 
orrect. 

Mr. Geary: You do not care to offer an opinion as to whether or not the 
jovernment should compound that? os 
Mr. Marruews: No; that is entirely outside of our mission. We are not 
a position to tell the government what it should do. The government is the 
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creditor. Take for instance, account 758. It is in exactly the same position, § 
“Toans and Bills Payable.” The Nationai railway owed that to the bank, and 
if we agreed with the bank’s certificate, we did not stop to ask whether they 
should have charged 6 per cent or 5 per cent. They say that is the lability we 
owe. Very well. ) 

Mr. Guary: I am not finding fault, but I am asking you to say whether 
in your opinion that should be compounded. 

Mr. Marruews: No. You ean appreciate that that is entirely outside 
the field of accounting. The accountant is not the administrator, and has no- 
means by which to criticize administration. He can simply state facts as he 
finds them, and if thg figures presented to him are not, in his opinion, fair, he 
will so state in his certificate. | 

Mr. Guary: In regard to these liabilities: I know it is a difficult matter, 
with all these forms of outstanding securities, but with how many do you deal? 

Sir Henry TuHornton: There are, as I recall it, 169 different mortgages. - 
Those mortgages vary as to conditions, maturity, rates of interest, guarantees, 
and so forth, on parts of the property upon which they are lens. In some cases 
;t will be a first lien on the property for a few hundred miles, and on the next 
few hundred miles it may become a second or’third lien. It is all the result of 
having taken into one system a number of private companies which were 
financed in various ways throughout a period: of years. All of that we have 
inherited, and have been trying to unravel ever since, so that it makes, I should ~ 
say, our financial structure far and away the most difficult to understand and 
the most complicated of any commercial enterprise which exists. 

Mr. Geary: These are all submitted to your auditors? 

Sir Henry THorRNTON: Oh yes. : : 

Mr. Hanson: As these securities mature you issue your own in refund? 

Sir Henry THorRNTON: That has been the practice. . 

Mr. Hanson: As time goes on, they will all disappear, except the per- 
petual debenture stock? Are there any perpetual debentures? ; 

Sir Henry THorRNTON: Yes, there are some perpetual debentures. - 


Mr. Geary: $120,000,000 of Grand Trunk at 4 per cent; 5 per cent for 
another $20,000,000— 


Hon. Mr. Dunninc: ‘There are some Canadian Northern perpetuals, too. 


Mr. Hanson: As I understand it, this is a continuous audit? You have 
men in there all the-time? 


Mr. Marrnews: Mr. Hanson, a man. We have about eight offices on this 
work, including our American offices on the American properties, and our offices 
from Vancouver right through to Montreal. The work is controlled from one 
source. This is the master control of our audit work, so we do not have one 
group of men thinking one way and ancther group thinking another, because the 
questions have to be consolidated in a given way at the end of the year, but 
our work is divided into two main sections. There is the detail work, what we 
call our continuous work throughout the year. That I would divide into three 
main headings; first, we make tests of the cash receipts and disbursements. Do 
not misunderstand me. I am not making the statement that we can examine 
every cash transaction, because that would obviously be foolish, but what we do 
is to make tests of the important cash transactions over the system. Now,’ in 
addition to that we have over the last five or six years conSidered the accounting 
system that the railway has adopted in their various units with a view to. 
ascertaining if their own internal audit system was sufficiently complete to — 
protect the railways against a loss, either from loose practice or from fraudulent — 
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‘practice on the part of anyone in the railway, and I must say that at any time 
‘we have brought up any questions of internal change, there has never been the 
‘slightest difficulty in arriving at a common ground. If there are still units in the 
| system we have not as yet been able to reach, it is not because the National 
‘railway officials have not been willing to make any change. We work along 
those lines to make tests of the larger transactions, without stated amounts, and 
to work along the lines of protective measures. within the railway itself. Then 
'the third point is the continuous audit and the distribution between Capital 
and Income. That is continuous. 

I would like also to make clear at this point that we do not hold ourselves 
-responsible for the appropriations that the Government make, that is the 
financing. “e look upon the government as the banker, and if at the end 
of the year the banker says we want so much, we are content with that. But 
what we do do is this, we examine these divisions, where there are elements 
of capital and income, to see if the income account is being fairly reflected. 
That is to say, if there is any unfairness in its distribution between the two, 
we would take it up. But I must say that the railways up to date have fol- 
lowed a practice of accounting on capital expenditures that it is very difficult 
_to find much quarrel with; but it is the most important work that we do, and 
we are doing it all the time. 

f Now that leads up to the final work. You see, during the year we are 
doing that constantly, all the time, at all our offices. At the end of the year, 
the thing is then to put together what we have found during the twelve months; 
because obviously it would be impossible for us between the end of February 
: and the 15th or 16th March to give any certification for figures of this kind 
which involved somethiag like ninety balance sheets. We have to do it during 
the year. Now we make an audit of all the constituent balance sheets at that 
date. Next comes the consolidation of those balance sheets, with the important 
question of the elimination of all inter-system transactions. So that you get 
a picture finally of the position of the National Railway system to the public. 
This does not represent the ninety balance sheets added together by any 
‘means. They are taking all together the regions and the corporations, between 
three and four hundred million which are taken out of this before these figures 
come. The same with the Income Account. The interest between system com- 
panies and so on, is eliminated, with the exception of the separately operated 
_ properties; and the reason they are not eliminated entirely is that the Inter- 
State Commerce Commission calls for the net result of those on their own. 
That is a brief summary of what we do. Of course we take and divide up the 
system into regions, separately operated properties, system headquarters and 
corporate holding companies. 
Mr. Geary: You do not check up the actual payments made in the 
course of operations? 


> Mr. Marruews: As I said, we make tests of major cash operations, both 
receipts and disbursements, and support that with an examination into the 
accounting methods employed within the railway itself. | 

| Mr. Geary: But you do not check the payments to a section gang, for 
Instance? : 

: Mr. Matruews: Oh no. On the question of payrolls, obviously the best 
_that any auditor can do is to make certain tests. But the big feature on pay- 
rolls is to see what internal checking up the railway corporation has within 
itself. “That, after all, is far more important than a stack of detail work. I 
-Temember once, when I first went to Chicago, we were put on detail work 

_ which took some months; then suddenly one day somebody decided to apply 
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a little common sense to it, and we found out more in one afternoon than we 
had done during those months with an expenditure of a good many thousands ~ 
of dollars. : a apes 
We have had the fullest co-operation from the officials of the National , 
Railways in anything which would better the position or fortify the interests — 
of the company. 3 | 
Mr. Power: Do you make tests of payments in the construction of new © 
work? 
Mr. MarrHews: Yes. 
Mr. Powrr: How do you: do that? 
Mr. Marrunws: From the vouchers and the receipts. 
Hon. Mr. Srevens: Just one question occurs to me from your observa-— 
tions. The current assets, cash $18,900,000, what is that made up of? 
Mr. Marruews: Cash in bank, practically. } ¢ 
Hon. Mr. Stevens: All over the country? — : 4 
Mr. Marruews: Yes, everywhere. But that does not agree with the _ 
total of the banks’ certificates. ‘The banks’ certificates would be a great deal — 
more than that; the difference being that the railway has drawn cheques — 
against those balances; so that that is the net cash position certified by the 
banks concerned. 3 = 
Mr. Geary: And cash in tills? : ee 
Mr. Marruews: Cash on hand; but principally that is in hand in 720, — 
working funds. 708 is principally cash in banks. gfe 
Mr. Power: This may sound like a fool question. How do you get at 
the cost of construction of branch lines? Are they given out principally by — 
contract? ; 3 
Mr. Marrurews: 1 think Mr. Hungerford could better answer that/ That 
is an administrative matter. 
Sir Henry TuHornton: May I answer that question? Yes, they are given 
out by contract. Tenders are asked for, and almost invariably the contract 
is let to the lowest bidder. 
Mr. Geary: ‘Your track-laying you do yourselves? 
Sir Henry THorNTON: ‘Yes, we do that ourselves. . poe 
Mr. Hanson: As to the structures and bridges, have you not changed — 
your policy? Years ago most of the bridges, on the Intercolonial, used to be 
puilt by tender, that is the sub-structure; but now I understand there has been 
a change of policy and you keep a bridge-building department in each region? | 
Sir Henry TuHornton: We have a bridge-building department and any~ 
ordinary job we would do with our own forces. If it was a very large piece 
of work we would probably ask for tenders. : hoe 
Mr. Hanson: So that the minor work it is usual now to do by day’s work, 
and the major work you ask for tenders? ves 
Sir Henry THorRNTON: Yes. 
; a McLean (Melfort): You do it to better advantage with your own 
orces! | 
Sir Henry TuHornton: You have to have a force, and small work you 
can usually do to most advantage by them. : . oe sige 
Mr. McLean (Melfort): In any work, you have to pay for moving 
materials, and so on, sometimes large distances; and with your staff you can do 
it to better advantage. meee 
Sir Henry THornton: Yes. - 
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| Mr. Marruews: I do not know, gentlemen, whether you have gathered 

| from what I have said, that we construct these accounts. We do not construct 

‘these accounts. These are constructed by the railway officials. We simply 

audit them. The initiative behind the initial idea of getting the consolidation _ 

of these accounts was entirely with the railways’ officials, and. we did not 

have anything to do with it. In the beginning, in 1928, they certainly had a 

task on their hands which took a great deal of experience to put into shape. 

_ And it is a singular thing that after six years of practical application the basis 

| is still the same to-day as it was the first year that they made this original 

| consolidation. 

You know when these accounts were first brought together, you had your 

| Canadian Northern, Grand Trunk Pacific, Grand Trunk and I.C.R., all with 

| their different accounting systems, and so on. That rested entirely with> the 

railways to firrd some means by which a consolidation could be arrived at 

| which would give a fair reflection of those properties, all with different ideas. 

| _I would like to make clear that whatever you find in these accounts, they 
are none of our construction whatever, and we have simply audited them. 

Mr. Hanson: ‘You set up the balance sheet, do you not? 

ta Mr. Matruews: No Sir, that is perhaps a common misunderstanding. « 

| That is done by the railway officials. We audit the balance sheet. 

| Mr. Hanson: Is that the function of a firm of chartered accountants? 

Mr. Marrews: Yes, invariably. 

_. Mr. Hanson: Your firm set up the balance sheet of the consolidated 

_ Fraser Company every vear. 

: Mr. Martuews: Wo do that by a special arrangement; but that is not 

_ the practice of railroads. I wanted to make it clear that we do not construct 

these accounts. : 

| Mr. Geary: Taking any account, say 371, superintendence account, what 
property goes into that account? 

: Mr. Marruzws: That is according to the classification. 

Mr. :Grary: Do you check up the items to see that the items of Super- 

_ intendence are right? . 

Mr. Marruews: Our certificate says that we certify to the balance sheet, 
_ the profit and loss and the Income Accounts. We do not say that we certify to 
the attached classification of‘operating expenses. What we do is that we have 
: to stop some place; so as long as the charge is a proper one for, say, 50T, 
Railway Operating Expenses, we do not go on and reclassify that, as between 
superintendence and so on. It is the Income statement that reflects or con- 
tains the position of the operation. .We stand behind the primary distribution 
of the Income Statement, profit and loss and balance sheet, and the total of the 
railway operating expenses, and so on. 

Mr. Geary: You take those railway operating expenses, the total, by taking 
| the accounts which are presented to you, without checking up the primary 
accounts at all? 

Mr. Marrurews: If it is a proper operating expense charge, we see it is 
| charged to 501. Now the railway splits that up into various primary accounts, 
| whether revenue or operating expenses, from 1 to 400; and the total of their 
_ expenses will agree with 501 or 531 in the Income statement. Just the same, 
| we do not continue on through this statement to check up the car miles and 
all the rest of the statistical information supporting the main picture. 
The Cuatrman: Is that all, Mr. Geary? 

- Mr. Geary: That is all for me, thank you. 


Witness retired. 
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The CuatrMan: Thank you. Is it the desire of the Committee to go on — 
examining the rest of the accounts? ) AS cares 

Mr. Geary: I think we had better look over the balance sheet. _ 4 

Mr. Hanson: Sir Henry outlined a form of procedure yesterday, and [I~ 
think we had better follow that. ? ; \ 3 

The CHAIRMAN: If you want to examine the accounts further, you will 
have to go into the general accounts. . ee yO ae 

Si> Henry Tuornton: You have the consolidated Balance Sheet and the ; 
assets and liabilities, and that has been more or less discussed now. Do you | 
want to leave that and turn to page 16? : 

Hon. Mr. Stevens: Might I ask, Mr. Chairman, what further work you 
purpose doing? I only want to have an idea.’ , 

The CHAIRMAN: Previously we examined the analysis, and then we went 
into details of the operating accounts. Now we have decided not to examine the 
detailed operating accounts; therefore there remains only the accounts men- 
tioned in the index, such as the profit and loss, the income statement, and the: _ 
balance sheet. = 

: Mr. Geary: I think Mr. Cooper might help us. I think, Sir Henry, we 
might run over the balance sheet and profit and loss. | a 


Sir Henry TuHornton: Certainly, I should think perhaps if Mr. Cooper 
would start with the assets and read the account number and the heading title _ 
and go on through it, then if any member has any question to ask, it can be 
interposed. Is that what you would like to do, Mr. Chairman? 
The CHAIRMAN: Yes. 
Sir Henry THorNTon: Account 701. 
Mr. Hanson: As to this first item, you agree in what Mr. Matthews 
said about the way it was made up? 2 
Mr. Cooper: We made it up. 
Mr. Hanson: Have you ever had a physical valuation made of the 
properties of the company? . 
Mr. Coorrer: No. . 
Investments; 701. Investments in road and equipment, $1,942,146,252.94. 
Sir Henry THornton: That would take years to have made. Some years 
ago the Inter-State Commerce Commission started on a scheme to value all | 
the railway property in that country. They started that some fifteen years 
ago and they are still at it. spect 
Mr. Grary: It is the amount invested in the property of the company? 
Sir Henry Tuornton: It was just a physical valuation that they started — 
to make. ‘a 
Mr. Geary: They wanted a physical examination? ; 
Sir Henry THORNTON: Yes. What they really went to find out was to 
what extent, if any, the railways were over-capitalized or watered. That was, | 
I think, the real object of the investigation. I was merely explaining in answer © 
to Mr. Hanson’s question, that we have had no physical valuation of our 
property, and to do so would be an almost interminable task ere 
Mr. Geary: I agree with you. That does not represent the value but 
merely the book value? pt eke 
Mr. Cooper: Book value. Take the terminal properties; in the City of 
Montreal, there has been a tremendous appreciation in value. 


Mr, Geary: Say ten years ago, the same property bought in 1914, physically 
would be much more valuable to-day, less depreciation than it would be then? 


_ 
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Mr. Cooper: There is both depreciation and appreciation at ‘work in the 
properties of the system. Just what the present day valuation would be as 
compared with the book cost is something which ean only be ascertained by an 
appraisal. 

Mr. Geary: The same with the book cost? 
Mr. Cooper: The same with the book cost. The book cost goes back over: 


- the history of the present companies and their predecessor companies, away 


back to the beginning of railroad history in Canada, in 1832 I think it was. 

Mr. Geary: Anyway, since 1923 as worked out by Mr. Matthews, this 
is accurate? 

Mr. Cooper: From 1923. 

Mr. McLaan (Melfort): On the question of the original cost, can you 
build your branch lines to-day for the same cost as you have charged against 
the original construction, taking steel and ties into consideration, but allowing 
for the difference in the weight of steel? 

Mr. Cooper: I do not know what the original costs were. 

Sir Henry THornton: In a general way, construction costs more to-day 
than it did forty years ago. 

Mr. McLean (Melfort): I said, allowing for the difference in the weight 


a of steel. 


Sir Henry Tuornton: That is a pretty hard question to answer. Per- 
haps the best line on that is to be had from some figures I saw a year ago that 
Lord Brassey had: He was a large railway contractor; he worked all over the 
world, and a great deal in Canada. It developed very curiously that there had 
not been much difference in the cost of railway construction outside of property 
values in the last thirty or forty years, for the simple reason that some thirty 
or forty years ago much more railway construction work was done by manual 
labour, because labour was cheaper, than by labour-saving devices. As the 
cost of labour increased it forced the contractors to economize by devising 
‘and purchasing labour-saving machinery, and the two tended to balance, so 
that there has not been a great deal of difference outside the values of property. 
‘I should say that, as far as our branch line work is concerned, where the work 


is light and the grading is light, for instance on the prairies, the cost of con- 


struction to-day would be greater than it was thirty years ago. 
Mr. McLean (Melfort): On account of the increased cost of steel and 
ties? 
Sir Henry THorNtToN: Probably that, and light work, not involving heavy 
work. : 

Mr. Coorer: I may say on the question of the Interstate Commerce Com- 
mission proceedings that they adopted the 1914 scale of prices as being repre- 
sentative of costs prior to that date. 

Hon. Mr. Dunnina: Of costs prior to that date? 

Mr. Coorzr: Yes, sir. They said that the 1914 scale of prices was a pretty 


~ good yardstick to measure construction costs back to the beginning. 


Mr. Geary: Practically the curve of costs away back; up to 1913, just 
before the War and then they went up like mad to 1921 or 1922, but they have 
turned down a little lately. 

Mr. Hanson: You are not yet back to pre-war costs? 
. Sir Henry Tuornton: No. And there are certain forms of railway con- 
struction performed to-day which could not have been performed thirty or 


forty years ago, particularly sub-aqueous work. 
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Hon. Mr. Dunnina: The difference is marked on the basis of the bond _ 
euarantees by the provincial government. Before the War $15,000 a mile on 
the Prairies was supposed to cover the initial expense, whereas to-day the 
Branch lines are costing up to thirty thousand dollars a mile on the average? 

Sir Henry THORNTON: Yes. ie 

Mr. Hanson: I am surprised at the statement of Sir Henry as to the ~ 
relative cost of construction. aie 

Sir Henry Tuornton: I am not speaking of light prairie work. I am 
speaking of what would be called ordinarily heavy construction work. 

Mr. Crary: The St. Clair tunnel was built thirty or forty years ago, and it | 
is going yet very well. 

Sir Henry THornton: Yes, but I would hesitate to say whether it could 
be built cheaper to-day or not. . : 

Mr. Cooper: The next is No. 702, Improvements on Leased Railway 
Property. = 

Mr. Geary: Is that perpetually leased? 

Mr. Cooper: Most of them are for 999 years. 

Mr. Grary: So that it is yours, it belongs to you? 

Mr. Coorer: Yes, in that way. : 

Mr. Hanson: On No. 703, the next item, has the railway set up a dis- 
tinct line of policy with respect to sinking fund requirements, and if so, does 
that cover all? ee ; oa 
Mr. Cooper: The sinking funds which we have to-day are in accordance 
with the particular deeds of trust, which call for a sinking fund-arrangement. — 
Mr. Hanson: Some may and some may not call? 

Mr. Coorrr: Our present issues are not sinking fund except as to equip- 
ment. | 
Mr. Hanson: Has the management given consideration to this question 

of debt retirement at all; you say your major issues now are not sinking fund 
except on equipment? 

Sir Henry THorNton: That should be answered in this way: for the last 
four years the administration of the Railways has been making an examina- 
tion, an investigation and a study of the financial position of the Railway 
with respect to capital account. That involves a great deal of work, because 
many of the old records in the old constituent companies were not in very 
satisfactory shape, and it took a long time to develop the facts, and as a 
_ result, although there has been developed a plan which will eventually be 
presented to the Government with a view to a reconstruction of the financial 
position— | ios 

Mr. Hanson: That is, in respeet of the whole capital structure. I was 
referring particularly to your funded debt. | 

Sir Henry TuorNtToNn: Well, of course that necessarily involves the funded 
debt. It involves dealing with the funded debt, because all the items of the 
funded debt will have to be dealt with. ‘os . 

Mr. Hanson: You could not interfere with the funded debt in the hands 
of the public? : 

Sir Henry THornton: No, but as these various securities in the hands of 
the public become due, they are refinanced according to the circumstanees of. 
the times and to the best advantage of the Company. ae 

Mr. Geary: 1 think Mr. Hanson means that this funded debt in the — 
hands of the public is not being provided for at the moment. g Sey : 
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_ Sir Henry THornton: You cannot do anything with it. 
Mr. Hanson: You can of course, on your refunding operations? 
_ Sir Henry THornton: Yes, when the refunding time comes. 
_ Mr. Hanson: You are doing that every year? 
Sir Henry Tuornron: We are doing that all the time. 
et Mr. Hanson: But you are not making any provision for these retirements? 
Sir Henry THornton: No. : 
‘ Mr. Hanson: Why? : ; : 
saee Sir Henry THornrTon: Because you cannot. Let us say that a certain issue 
of one hundred million dollars becomes due this year, we cannot pay that off. 
me Mr. Hanson: You must refund it. We are at cross _purposes for the 
moment. In your operations for the refunding bonds that go out to take care - 
of that one hundred million dollars, should you not as a prudent railway execu- 
tive make provision for the retirement of that during the life of that particular 
-- bond issue? Any industrial or other corporation would have to do that, but 
yours is a government organization. 3 
Sir Henry TuHornton: All these things have been studied and taken care 
__ of in the proposed reconstruction of the Company’s financial affairs. 
_ * ‘Mr. Hanson: When are we going to get that plan? 
| Sir Henry TuHornton: I will have to refer you to the Minister. 
Hon. Mr. Dunninc: ‘There is this point in connection with the scheme 
generally, Mr. Hanson, that many of the constituent companies issuing securities 
in the past issued many more bonds without sinking fund provisions than with 
them; I mean it was not a fixed principle in railway financing to issue sinking 
fund bonds. I mean, it is not a fixed principle of their way of financing. That 
ig of course administered by the sinking fund already in existence. 
_. Mr. Hanson: There have been so many different issues by so many. 
different companies that the method has been more or less haphazard, just what 
the contingencies of the occasion might require. 
Sir Henry THornron: Some one hundred and sixty-two issues. 


eee Hon. Mr. Dunnina: I have in mind the C.P.R., which is regarded as pretty 
_ well financed, their perpetual investments, for instance. 
Mr. Hanson: They are issued in the form of capital, instead of paying 
dividends. : 
~ Hlon. Mr. Dunnina: In regard to the matter of financial reconstruction, it is 
pretty hard to say anything for publication Just now, but it 1s public property 
that there is an application now on behalf of the Junior Grand Trunk Stock- 
holders. The matter of policy in relation to granting or refusing is before the 
overnment, and without my elaborating it, you will understand what the effect 
would be upon any financial reconstruction. I may-say both for the Govern- 
ment and the Canadian National that we desire at the earliest moment to get 
this financial structure put into shape. In connection with the property, as 
Minister I attach very great importance to the capital structure it is to have, 
so as to give the greatest possible incentive to the management to have a favour- 
able showing instead of having a lot of paper indebtedness which cannot be 
represented by actual assets. 


ay 


fsx Mr. Hanson: That is one side of the picture. You know there is a very 
strong argument against that. 
a Hon. Mr. Dunninc: It is arguable. The Government is convinced: 


that such a reorganization of the financial structure is absolutely necessary, and 
that it is good business. The very confusion which exists in these accounts 
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provides one very strong argument indeed for straightening the structure out. 
‘As to any arguments: against it, I will be glad to listen to them; I.do not know 
what they are. he | 

Gir Henry THorNToN: I should not want to embark upon any discussion 
in respect of any revision of the financial structure until the whole proposal 
could be placed before those who are interested. 

Mr. Hanson: I am not seeking to go into that. . 

Sir Henry THorNniton: All I can say is that it would be unprofitable, and 
would give a wrong impression on certain matters. : 

Mr. Hanson: I hope you will keep in mind that any reorganization, and 
particularly any writing off by the Government is going to bring upon your 
heads demands for reduced transportation. | 

Sir Henry THornton: I doubt whether we will ever be able to dodge 
that, no matter what happens. : oe 

Mr. Guary: It might perhaps mean a show of strength. 

Mr. Hanson: J will not go any farther with it. 

Hon. Mr. Dunninc: I would like to point out that if our freight rate 
structure to-day were based upon the balance sheet necessities of the Canadian 
National, our freight rates would be very much higher than they are; in other 
words, we can readjust this capital structure a long way before we can bring it 
within range of our present freight charges. 

Sir Henry THornron: In some respects our poverty is an asset. 

Mr. Hanson: A safeguard. ; 

Mr. Geary: The four per cent you spoke of is the one that is in arbitration? 

Hon. Mr. DunninG: That would not apply to the four-per cent. I am 
speaking of the Grand Trunk One, Two and Three per cent and Preference, not 
shareholders. These are the people applying for.a fiat to sue. The four per 
cent is not in question at all. 

Mr. Geary: I thought you said four per-cent. , 

Hon. Mr. Dunning: No, the one, two and three and Preference and 
Ordinary. . 


Sold. 

Mr. Hanson: What does that mean? } 

- Mr. Cooper: Under the common trust, when there is a sale we must deposit 

the proceeds with a trustee. ees 

Mr. Hanson: A very awkward situation to deal with at times. 

Mr. Coorer: Account 705, Miscellaneous Physical Property. Account 706, 

Investments in Affiliated Companies. 

Mr. Hanson: Generally speaking, what would be the nature ore (07; 

Other Investments? | 

Mr. Cooper: Account 707, Other Investments, that would be investments 

in non-allied companies. It also includes considerable Dominion Government 

bonds held by our subsidiary companies for various purposes. y 
Hon. Mr. Dunnine: I wish it were bigger, Mr. Hanson, GE: 
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Mr. Hanson: Yes, if they are good. Investments in outside hotel proper- 


ties. I doubt if that satisfies them. 
Sir Henry THorntTon: They are never satisfied. 
Mr. Cooper: Account 708, Cash. Account 711, Special Deposits. 
Mr. Geary: Does “Miscellaneous Physical Property” include real estate? 


Mr. Cooper: The next is No. 704, Deposits in lieu of Mortgaged Property _ 
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Mr. Coorrr: Lands, real estate, and all property. 

Mr. Geary: That is cost price? 

Mr. Coorpr: At cost price, yes. Account 712, Loans and Bills Recervable. 

Mr. Hanson: “Special deposits.” Those are principal payments, are they? 

Mr. Coorgr: That is the proceeds of bond issues sold on deposit and waiting 
release on the authority of the Minister of Finance. Account 713, Traffic and 
Car Service Ballances Receivable. Account 714, Net Balances Receivable from 
Agents and Conductors. Account 715, Miscellaneous Acounts Reeeivable. 
Dominion Government—Operating Deficit on Eastern Lines. Account 716, 
Material and Supplies. “ ; 

Mr. Hanson: Is that a fairly constant figure, or is it constantly mounting? 

Mr. Cooper: Which? 

Mr. Hanson: The last one, 716. 

Mr. Cooper: There was a decrease during the year of $823,000. 

Mr. Hanson: I suppose it is pretty hard to keep it down? 

Sir Henry THornton: Of course, that is a-thing that every railroad is 
constantly hammering at, and our effort is to reduce it to the irreducible 
. Aas It is something, no matter how small it is, we should now be satisfied 
~with.. 3 ‘ . 

Mr. Geary: It is working capital in a way. 

Mr. Coorrr: It is working capital. 

Mr. Hanson: It is current assets. 

Mr. Cooper: It is considered working capital. 

Mr. Geary: It is an amount. of money that is locked up. 
~ Mr. McLean (Melfort): The size of that would depend a great deal on 
freight conditions? 

Sir Henry THornton: And construction work that is going on. 

Mr. Coorrr: Account 717, Interest and Dividends Receivable. Account 
718, Rents Receivable. Account 719, Other Current Assets. Deferred Assets: 
Account 720, Working Fund Advances. | 

Mr. Hanson: Perhaps we might have some little explanation of the whole 
subject of deferred assets. I am not an accountant; I am not a railway man, so 
I must confess to a certain degree of ignorance. 

Mr. Coorer: Current assets are those which are immediately collectable or 
realizable. : 

Mr. Hanson: Principal payments. 

_ Mr. Cooper: Principal Payments would be an unadjusted debit. Anything 
which is not collectable within two years of the date of the balance sheet is 
considered deferred. Account 721, Insurance and Other Funds. 

Mr. Hanson: Do you carry your own insurance? 

‘Sir Henry THornton: Yes. 

Mr. Hanson: You build up the fund for it. ar 


Sir Henry THornton: We have been building up that fund since 1923. 
The fund now amounts to, I think, about $11,000,000, does it not? 

Mr. Coorrr: Including the Merchant Marine, yes. 

Sir Henry Tuornton: Of which $9,000,000 is for railway insurance pur- 


~ poses, and the remaining two million some odd thousand is for government 
marine insurance. So that the total insurance fund surplus of the National 


Railways and the Government Merchant Marine amounts to— 
Mr. Cooper: $12,500,000. 
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Sir Henry THornton: That is invested in Dominion bonds and other > 


first class securities, and is kept separate. I might say for your information, 
that the income now from the insurance fund ‘a little more than off-sets the 
annual losses from fire. % fe 
Hon. Mr. Dunnine:. And the fund has been built up entirely since 1923? 
Sir Henry THoRNTON: Yes. | ie 
Mr. McLean (Melfort): You do not need then to make appropriations 
for it? . 
Sir Henry THornton: I should think the policy ought to be to continue 
to make appropriations for the benefit of the fund until it reaches $15,000,000 
or So. ‘ 
Mr. Hanson: That would be the safety point. 
Sir Henry THorNTON: That is a sound policy to pursue. 
Mr. Guary: What were the losses last year? 
Sir Henry THorNToN: ‘The marine losses last year were $482,000. We 
had some bad luck. The Canadian Explorer was damaged by heavy weather, 


and there was a collision between the Canadian Explorer and a steamer in the — 


River Scheldt in Holland. The Canadian Mariner, on a voyage from Antwerp 
to Quebec, was damaged, and the Canadian Constructor was damaged by heavy 
weather. 


Mr. Hanson: We can go into those when we go into the Merchant Marine. _- 


Mr. McLean (Melfort): Is it correct to say that you do not pay out any 
insurance premiums at all, I mean outside of your own organization? 


Sir Henry THornton: No. We do all our own insurance. 

Mr. Hanson: You have your officials bonded? Lae 
Mr. McLean (Melfort): I do not mean liability as to your men, but insur- 

ance as to your physical property? 

Sir Henry THornton: Yes. : 

“Mr. Geary: Are you included in any workmen’s compensations? 

Sir Henry THornNtTon: I should say we are. 

Mr. Grary: How much does that cost? | 

Sir Henry THornton: We will get that for you. : 

Mr. Mune: Does this insurance take care of the cargoes too? 

Sir Henry THornton: Oh, yes, anything for which we are responsible. 
Mr. Mitne: Are you responsible for the whole amount that you carry. 
Sir Henry THornton: I do not know; I think we are. _ . 


Mr. Cooper: Account 722, Other Deferred Assets. ‘Unadjusted Debits: 
Account 723, Rents and Insurance Premiums Paid in Advance. Account 724, — 


Discount on Capital Stock. 

Mr. Hanson: Is that an old item carried forward? 

Mr. Cooper: Yes. It is the discounts with some of the subsidiary com- 
panies which are not held within the system. 

Mr. Hanson: And you have not been able to write it off? 

Mr. Cooper: Discount of Capital Stock, like the stock itself, is a permanent 
‘tem on the balance sheet. Account 725, Discount on Funded Debts, which 1s 


the next item, is amortized over the life of the security. Account 727, Other — 


Unadjusted Debits. : 
Mr. Hanson: That seems to be a good place to stop. 


The Committee adjourned until Friday, April 26, at 11.00 a.m. 
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MINUTES OF PROCEEDINGS 


Room 268, House or Commons, 
Fripay, April 26, 1929. 


The Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government met at 11 a.m. Sir Eugene Fiset, the Chair- 
man, presided. 


; Members present: Messrs. Bell (St. Antoine), Cantley, Dunning, Geary, 
Gray, Jelliff, Jenkins, McLean (Melfort), Milne, Stevens. 


In attendance: Sir Henry Thornton, President, Canadian National Rail- 
ways, with members of his staff; also Mr. R. A. C. Henry, Deputy Minister, 
and Major Anderson, of the Department of Railways and Canals. 


Sir Henry Thornton supplied an answer to a question asked at the last 
meeting of the Committee. 


Mr. R. C. Vaughan, Vice-President, Purchasing and Stores Department, 
Canadian National Railways, was heard respecting purchase of materials and 
_ supplies. 

ANNUAL REPORT OF CANADIAN NATIONAL RAILWAY SYSTEM 


ae ‘The Committee resumed consideration of the Consolidated Balance Sheet. 
The Liabilities, as indicated on page 15 of the Report, being items 751 to 784, 
both inclusive, were severally called, and discussion took place. 


At 1 p.m., the Committee adjourned until Tuesday, 30th April, at 11 a.m. 


JOHN T. DUN, | 
Clerk of the Committee. 
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CoMMITTEE Room 268, 
Y | Hovusre ofr COMMONS, 
» >) i Fripay, April 26, 1929. 


The Select Standing Committee on Railways and Shipping met at 11 a.m., 
the Chairman, Sir Eugene Fiset, presiding. 

Hon. Mr. Srevens: Mr. Chairman, I want to ask for one correction. On 
the whole, I think the reporters are doing. very well, but on page 17 there is a 
figure shown in the third last line, the line reading as follows: “T find there 1s 

an item of $40,000 borrowed from the bank.” The figure of “$40,000” should be 
“¢40,000,000”’. 

The CHAIRMAN: Have you any replies to questions, Sir Henry? 

Sir Henry Tuornton: Mr. McLean (Melfort) asked the amount of 
compensation paid during the year 1928 on accoun®¥ of injuries to employees. 
Compensation charged into accounts 274, 332, and 420 in 1928 on account of 
injuries to employees, including fatal accidents, amounted to $1,572,658.55. 

Hon. Mr. Stevens: Was that about normal? 

‘Mr. Cooper: Yes, I would say that that is a fair average. 

‘The Cuarrman: Mr. Vaughan, the vice-president in charge of Purchases, 
is here this morning, but is compelled to leave. If there are any questions that 
any of you would like to ask of him, perhaps it would be well to do so now. 

Sir Henry THornton: I think, gentlemen, if there are any particular 

- questions you wanted to ask in regard to the purchase of materials and supplies, 
if you would be kind enough to ask these questions of Mr. Vaughan now, it 
would enable him to keep some important engagements which he has for next 
_ week. 

Mr. Cantuey: He might give us a statement in regard to the coal supply 
on the railways, and where it is acquired. 

Mr. VauegHan: Do you want me to go into it generally? I could start 
with the Atlantic region and go to the Pacific coast. It would probably take 
ten or fifteen minutes. 

Mr. Cantiey: Give it to us briefly. 

Mr. Vaucuan: On our Portland division we use coal that comes from West 
‘Virginia by barge, and also some ballast coal which comes from the old country. 
The vessels come up light to Portland, and carry some coal as ballast which we 
take. We also take coal from the British Empire Steel Company at Portland 
when they have it to offer. The coal we use in the maritime provinces we take 
from the mines down there. Our coal purchases are based upon the distance 

‘the coal has to be hauled to the point of consumption. -We bring up the St. 
Lawrence river probably 800,000 tons of coal— 
y _, Sir Henry THORNTON: Where does it come from? 3 
: Mr. VaucHan: From the maritimes, Sir Henry—and that coal is discharged 
at Levis and Montreal. Altogether we .use probably 1,500,000 tons of Nova 
Scotia coal. Last year the Nova Scotia coal was used as far west as Ottawa and 
Brockville. Biel 
- In the Central region, between those points and Port Arthur, we use coal 
from the United States. 
Mr. Cantiny: So far as the eastern coal is concerned, does it fill your 
requirements within that district? 
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that we may buy 
6,000 type engine. 


SELECT STANDING COMMITTEE 


- Tt fills our entire requirements, except for some special coal 
in special sizes for use on our fast passenger engines—the 
We have taken nearly all the coal they can give us. I do 


not think they have had any complaints about the quantity of coal we have | 


taken from them. 


difficulties for two 


We have our own mines operating in Ohio. They were shut down by labour gy 


or three years, but we are operating them now, and this year 


~ 


we will get about 1,750,000 tons of coal from them. We do not bring that east 


of Toronto, so it does not interfere with the use of Nova Scotia coal. 


We also move considerable coal to points on the Georgian Bay, Fort William, 
Port Arthur and Duluth. = 
We take about 1,500,000 tons of Alberta coal which comes east as far as 
Winnipeg, and we buy about 75,000 tons on Vancouver Island, which is brought 
across by car ferry or barges for use in British Columbia. Altogether we use 
about 6,000,000 tons of coal per year, of which about 1,000,000 tons is used on 


the United States 


Lines, and the balance used in Canada, and of that about 


3,000,000 tons is Canadian coal and 2,000,000 comes from the United States. 
Mr. Canrury: Thank you. My object in asking the question was not 
to find fault, but rather to get on record the facts as to the genesis of the coal 
used on the system. So far as I am concerned I would like it definitely under- 
stood that I am thoroughly satisfied so far as the use of eastern coal is-concerned. 


Mr. JELLIFF: 


Are tenders generally asked for in the purchase of coal? 


Sir Hpnry Tuornton: Yes. I may say that all our purchases are by 
tender, although sometimes the tenders are unsatisfactory, and then there may 
be further negotiations with the tenderers. eet: 


Mr. McLean (Melfort): Is the lower cost shown in the price of coal due 


partly to the fact that you are operating your own mines? 


Mr. VAUGHAN 
July of last year. 
lower. 


Mr. Gary: How many people would tender on a contract? 


Mr. VAUGHAN 
tenderers. 


Mr. CANTLEY: 
Mr. VAUGHAN 


Mr. VAUGHAN 


- I do not think so. We only started our own mines about 
The general price of coal in the United States last year was. 


: On our American coal, perhaps somewhere from 50 to 100 


What about the eastern coal? gih 7 
: Well, everybody who has a mine down there. They all do. 


Mr. Geary: No difficulty in getting tenders? Does it take much time? 


: It takes a good deal.of time because tenders are usually 


unsatisfactory, and it then becomes a matter of negotiation. That applies to 


other things, such 


as ties as well. We advertise for tenders on ties, but it is ~— 


very seldom that we get tenders at a price which we will accept, and it comes 
down to a question of negotiation. : 


Mr. Geary: 
for tenders? 

Mr. VAUGHAN 
first. consideration. 

Mr. McLrean 
your oil burners? 

Mr. VAUGHAN 
We use coal from 
from California. 

Mr. CANTLEY: 


But you invariably begin your purchases of coal by asking _ 
: Yes, always. ~ And the lowest tenderer is always civen | 
(Melfort): How much of British Columbia is covered ry © 


: From Jasper to Prince Rupert, and Jasper to Kamloops. 
Kamloops to Vancouver. The oil is brought up in tankers 


Have you considered anything in connection with the use me 


on your engines of powdered fuel? 
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Mr. Huncrrrorp: We have just_started a new power plant at Montreal 
using powdered Sydney coal. We have done nothing as yet with regard to its 
use on locomotives. 

Mr. McLean (Melfort): De you use oil chiefly for fire protection in 

British Columbia? : 
Mr. VauaHan: It is primarily for fire protection, but oil out there is 
~ cheaper than coal. Our British Columbia coal is the most expensive coal we 
buy, as the cost of production out there is very high. 

_ Mr. Cantiey: If you could get your locomotives to using powdered coal 
you would eliminate a oreat deal of the ash and cinders. 

Sir Henry THorNton:. That is true. I do not know just what the state 
of the art is with respect to the use of powdered coal. Mr. Hungerford is try- 
ing it out at one of the power plants, and I suppose if the result of that is 
satisfactory, we will consider extending the experiment. 

Mr. VaucHan: ‘Some of the United States roads are experimenting with 
that fuel and we thought we would wait and see the result of their experience. 

Mr. Cantiey: That means that you will be some years behind them. 
Great developments are being made in the old country in that direction; no 
doubt about that. That is the way fuel will be largely used in the future, and 
it has a great advantage on the railways, as you will get rid of practically all 

the ash, a great deal of the dust, and practically all the clinkers. 
| Mr. Henry: It costs about $10,000 a locomotive to equip them. They 
would have to save a ton of coal per day. 

Mr. Cantiny: It is being simplified all the time. It is well worth your 
investigation, in my judgment. 

Sir Henry THornton: Thank you for the Sioeeatione Colonel. We will 
follow it up. 

Mr. McLean (Melfort): Have there been many changes in the tie business 
last year? 

Mr. Vaucuan: No, the price of ties has remained very much the same. 

Mr. McLean (Melfort): You have no trouble in getting an ample supply 
of ties? 

Mr. VAucHaNn: No. Our only trouble is on the prairies. We take all the 
ties we can get in Saskatchewan, but we have to bring ties into the prairie 
provinces from Ontario in the east and from British Columbia and Alberta 


~ - in the west. 


Mr. McLinan (M slfort) : Have you ever tried Poplar ties? 

Mr. VaucHan: Yes, but we are not using them now. We are using mostly 
‘Jack Pine or Fir at the present time. te 

Mr. Cantey: The supplying of ties in eastern Nova Scotia is the refuge 
of the destitute. They go into that only as a last resource. 

Mr. Gary: Does your department buy all supplies for every department 
of the road? ; 

Mr. VAUGHAN: Yes, we do. There is only one item we do not handle, 
and that is commissary supplies for the dining cars. We handle all the supplies 
except the edibles, such as furniture, linens, crockery, carpets and so forth. 
Edibles have to be picked up in a hurry on the road; that is left to the sate) 
manager of the dining car department. 

- Mr. Geary: You buy evervthing from a ioeayinlve to a water pail? 
ser Mr. Vaueuan: Everything from a locomotive to a pin. Our purchases run 
~ from $125,000,000 to $140,000,000 per year. 


/ 
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Sir Henry THornton: All the purchases are concentrated in the pur- 
chasing department. 
Mr. Geary: That is done advisedly, because it is more satisfactory? 


Sir Henry THornton: If you did not do that, you would have a lot. 


of little purchasing agents growing up ali over the railway, and eventually that 
would develop a chaotic condition. We have found it more satisfactory to 
restrict the purchasing to one department. 

Mr. McLean (Melfort): You purchase all supplies in collaboration with 
the officers of each department? 

Mr. Vaucuan: Yes. If we decide to buy twenty locomotives, for instance, 
Mr. Hungerford’s department will prepare specifications for those locomotives, 
and they will be passed on to me together with the authority from the President 
to purchase, and I do all that is necessary after that. 

Sir Henry Tuornton: The purchasing department and the department 
‘n which the material is to be used are always in close consultation in order 
that the purchasing department may secure the article best suited to the needs 
of the department, having regard to prices and conditions. 

Mr. McLean (Melfort): If the price is not satisfactory to the department 
which will use the material— 

Sir Henry Tuornron: The price is a matter which rests entirely with 
the purchasing department, although even there, there are consultations. 

Hon. Mr. Dunnine: You purchase all the stationery requirements and 
office supplies? . 

Mr. VaucHan: Yes, we do, Mr. Dunning. 

Mr. Geary: I have in mind the discussion we had yesterday. I do not 
think it is a party matter as I am sure that we are all anxious to get at the 
best solution of the difficulties. I was wondering what the experience of the 
road was as regards isolated departmental buying. 

Sir Henry THorNtoN: That seems to be the practice of every railroad of 


which I know. It is our practice. You may say that it involves a certain - 


amount of rigidity, and perhaps dilatory action or delay in the purchase of 
supplies, but that has been reduced to a minimum. Against that is always the 
danger of extravagances which develop if departments undertake to buy for 
their own needs. You would find one department bidding against another, and 


generally speaking, in railway practice, It has been found more economical to 


restrict all purchases to the purchasing department. — 

Mr. Geary: You get a wider view of the market? 

Sir Henry THORNTON: Yes. 

Mr. Cantiey: Your practice is similar to that of the Canadian Pacific? 

Sir Henry Tuornton: I do not know what their practice is, but I would 
assume so. 

Mr. VauaHan: The contracts for very large purchases are made in Mont- 
real. We have regional purchasing agents who purchase against those contracts, 
and they purchase material running into smaller amounts. 

Hon. Mr. Dunnine: They have certain discretionary powers? 

Mr. VaucHan: They have discretionary power, yes, but copies of all their 
orders come to our office in Montreal and are checked as to price. 

Mr. Geary: What sort of stuff do they buy? 

Mr. Vaucuan: Well, paints—there are 40,000 different items we buy. 
I would say that the majority of them are left with them. Their jurisdiction 1s 
ee to about $2,000 in any individual item. Over that they get authority 
to buy. ‘ 


AQ 
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Mr. Geary: And all overseen by you? 

Mr. VaucHan: Yes; copies of all orders come to Montreal and are checked. 
They are advised by Montreal of any changes in the market conditions in regard 
to all classes of commodities. 

The CHarirMAN: We were at page 15, item 751. 

Mr. Cooper: Account 751, “Capital Stock.” The make-up of that state- 
ment is detailed on pages 34 and 35 in the printed report, “held by the govern- 
ment and others, $270,000,000.”’ 3 


po Sion. Mr. Dunninc: I suppose you cannot guarantee that everything is 
there, but only what has up to now been discovered. 
Mr. Coorer: I think we know what stock we have. Pe 
Hon. Mr. Dunninc: I had in mind that little road south of London which 


we discovered last year. 


Mr. Cooper: That was not a system company, Mr. Dunning. 

Hon. Mr. Dunninc: I imagine there may be one or two others buried in 
the records of the old Grand Trunk, but they would not amount to very much. 

Mr. Cooper: They are not active companies. 

Hon. Mr. Stevens: There is none of that held by the public? 

Mr. ne The first item on page 34, $165,627,738, and the first 1tem in 
the Canadian Northern group, $100,000,600, held by the government; the other 
small stocks are set out as held by the public. They are not stocks of the 
Canadian National Railway company; they are stocks of companies included in 
the system—stocks held by the minority shareholders. 

Hon. Mr. Dunninc: That $106,000,600 of stock of the Canadian Northern 
is stock for which the government, paid $10,000,000? 

Mr. Coorer: Yes, and the $165,627,738 1s stock of the former Grand Trunk 
Railway which the government did not pay for; it was stock which was declared 
of no value. : 

Mr. Grary: It was the four classes of stock, three preferred and one 
common? 

Mr. Cooper: Yes sir. 

Mr. Geary: Then these other small holdings, do they bring a return to the 
holder in any case? | 

~ Mr. Coorrr: No, in no case do we pay a dividend on any of our constituent 
companies’ outstanding stock. 

Mr. Grary: There is no advantage in getting that stock in, I suppose? 

Mr. Cooper: It would help to clean up the situation if we did have them. 

Mr. Grary: They are holding out on you, are they? 

“Mr. Coorrr: No, most of them I think have been lost. I think it would 
be very difficult to find out who the holders of them are, in a great many cases. 
- Mr. Geary: For instance, the belt line railway, it is hard to find the road 
now, let alone the stock. | 

Mr. McLean (Melfort): tis not paying dividends, then? 

Mr. Geary: That would be, as you say, probably lost. 

Mr. Coorer: It probably was, yes. ; 

Mr. Grary: Just as a matter of interest, how did that get into the Canadian 
National Railway? The Grand Trunk owned it, did it not? 

Mr. Coorer: The Grank Trunk owned the majority of the stock of that 
company, and it would come into the system when the Grand Trunk was brought 


106 SELECT STANDING COMMITTEE 


into the system. But so long as there is a certain Bee of par value of that 
stock outstanding on the records of the company, we are compelled to reflect — 


it in our balance sheet. -—- 


Mr. Geary: The Canadian National Railways were originally the Trans- 
continental? 


Mr. Coorer: No, sir, the Canadian National Railway company is the eo 


successor by amalgamation to the Grape Trunk Railway Company of Canada, 
purely. 

Mr. Geary: So that these are all Grand Trunk holdings, really? 

Mr. Coorer: Under the heading of Canadian National Railways. But the 
system includes the Canadian Northern, the Grand Trunk Pacific and the Cana- 
dian Government Railway. 

Hon. Mr. Srevens: Can you indicate what is “held by other a the 
government? 33 : 

Mr. Coorrer: It is the difference between $265,000,000 and $270,000,000, 
approximately $5,000,000 in par value. 

Mr. Grary: Practically all the items except the two you have named? 


Mr..Coorrr: That is what accounts for the difference, all ee ime two : | 


big items which I have mentioned. 
Hon. Mr. Srevens: The $165,000,000 and the $100,000,000? 
Mr. Coorer: Yes. 
Hon. Mr. Stevens: And all the other is held by private individuals? 
Mr. Coorer: That is correct, Mr. Stevens. . 
Hon. Mr. Stevens: Who holds this $3, 849 000 of the Canadian Northern 
Quebec Railway Company? 
Mr. Cooper: We have a foot note against that at the end of page 35: 
$5,144,600 Canadian Northern Quebec stock is held by the Northern 
Consolidated Holding Company. The Canadian Northern Railway owns 
44.467 shares in that Company out of a total issue of 61,815. For the 
purpose of this statement the Holding Company is ignored and the pro- 


portion of the Canadian Northern Quebec Stock thus owned by the — 


Canadian Northern Railway is shown as held by the latter Company. 


So that this amount of $3,849,000 is owned by the Northern Consolidated Hold- 
ing Company. Who the shareholders of that company are, I do not know. 


Hon. Mr. Dunning: But the $3,800,000 is what is held by the public in- 


the Canadian Northern Quebec, outside of the holding company altogether? 


Mr. Geary: That is the proportion of the five millions that is represented 
by the forty-four thousand out of the sixty-one thousand? 

Hon. Mr. Stevens: That virtually belongs to the Canadian Nevons) 
then? 


Mr. Cocras No, it is the proportion of the Canadian Nowhern Quebee 
stock which belongs to ‘the minority holders of the Northern Consolidated Hold- 
ing company. — 

Hon. Mr. Stevens: That is, you own 44/6lsts of the nine million? 

Mr. Cooprer: Yes. | 


Hon. Mr. Stevens: You have got it reversed, I am afraid. This $3,849,000 — 


represents what the Canadian National own, if the Holding company’s stock 
were distributed? 


- Mr. Geary: That is, as 44,000 is to 61,000 I think. 


Hon. Mr. Stevens: Yes, you have got it reversed, I should think. The . cm 


holding company holds $5,144 000 worth of stock. 


pa 
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Sir Henry TuHornton: Forty-four sixty-firsts is a little over seventy per 
cent; and seventy per cent of $5,144,000 is roughly $3,800,000. 

Hon. Mr. Dunntne:. Is not the explanation, Mr. Cooper, that in addition 
to ae Northern: holdings of this stock there are some Canadian Northern hold- 
ings? 

Mr. Cooprr: I believe there is certain stock of the Canadian Northern 
Quebec itself which is held by the public. 

Hon. Mr. Dunnine: There is $5, 700, 000 held by the system. 


Mr. Coorzmr: There may be some Canadian Northern Quebec stock itself 
held by the public. 


Hon. Mr. Dunnine: They come around to see me once in a while and 
want to be paid for it, so that I am reasonably sure that there is. 


Hon. Mr. Srevens: It is not important, but I do not quite see it. I gather 


- from Mr. Cooper’s answer that the $3,849,000 of the Canadian Northern Que- 


bec is owned by parties other than the Canadian National Railways. 
Mr. Cooper: Yes, that is right. 


—- Hon. Mr. Srevens: That does not seem to me to harmonize with the 
foot note. That is the point I do not see. 


-Mr. Geary: . You are missing that. The system holds $5,700,000 of 
which the forty-four sixty-firsts is part. 


_ Mr. Cooprr: May I explain that again. There is $5,144,600 Canadian 
Northern Quebec stock held by the Northern Consolidated Holding Company. 
The Canadian Nothern have 44,467 shares out of the 61,815 shares of that 
$5,000,000. There will be a certain amount then of Canadian Northern Quebec 
stock owned by the Northern Consolidated Holding Company; that amount 
plus the Canadian Northern Quebec stock which is held directly by others than 


the Canadian Northern and the Northern Holding Company, make - the 


Ne 


> * 


53. 


$3,849,200. 

Hon. Mr. Srevens: Yes, I see that now. 

The CuairMAN: You mean of the minority shareholders? 

Mr. Cooper: Yes. 

Mr. McLean (Melfort): Where is the balance then of the three and one 
half millions of the Canadian Northern Quebec stock? 


Mr. Coorrr: The Canadian Northern proportion of the Northern Con- 
solidated Holding Company holdings in Canadian Northern Quebec stock is 


: included i in this item of $5, 700,800. That is the next item against the $3,800,000. 


_ Mr. McLean (Melfort): Oh yes. 
Mr. Henry: Under Capital Stock the total is $9,550,000? 
Mr. Cooper: Yes. 


ES Mr. Henry: What is the difference between the amount which the Cana- 3 


dian National holds by virtue of the Northern Consolidated. Holding Company 
and the amount which it holds apart from that? 

Mr. Coorrr: Well, that would just have to be worked out. 

Hon. Mr. Dunnina: There must be a holding by the Ona itself in 
addition to the Consolidated Holding Company. 

Hon. Mr. Stevens: Exactly. That is where the difference hes. 

Hon. Mr. Dunning: That is not important. 

_ Mr. Cooprr: I will have that figured out and give you the answer later. 
- Hon. Mr. Stevens: But it is not important, Mr. Chairman, I think. 
The CHarRMAN: Account No. 752. 
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Mr. Coorer: That is on page 15. The second item, “Stock Liability for ie 


Conversion,” $10,600. 
Account 754, “Grants in Aid of Construction,” $16,730,086.07. 
Hon. Mr. Stevens: What does that represent? 


Mr. Cooper: The principal item in that 1s $15,142,633 which was paid . 


by the Province of Upper Canada to the old Grand Trunk. 
Mr. McLean (Melfort): You are still holding that as a liability? ~ 
Mr. Coorer: The liability is now held by the ‘Dominion of Canada as 


successor to~the provinces of Upper and Lower Canada and is junior to the — 


common stock. By the award of the arbitration the common stock was held 
to be worthless. 

Hon. Mr. DunNING: That is a really classical explanation. 

Hon. Mr. Stevens: Why carry it along in the balance sheet in that form? 

Mr. Cooper: We are hoping to get it out one of these days. 

Sir Henry THORNTON: ‘That, Mr. Stevens, is just an example of a lot of 
‘tems which are the result of the accumulations of the last fifty years, and it is 
one of the things which causes a chaotic condition, and is one of the reasons for 
the desired simplification of the whole financial structure in which all these old 
cats and dogs can be wiped out. | 

Hon. Mr. Stevens: It seems to me that this is one of the kittens which 
might be drowned forthwith. : 

Sir Henry THORNTON: When you start zoological drowning it brings us 
snto all sorts of complications, and it would be better to have a little deluge one 
of these days. 


Hon. Mr. Srevens: After all it is carried here in a more or less ostentatious _ 


manner, because after all there are not many items on this list. 

Mr. Geary: Is this a Credit Valley, or Old Toronto Gray and Bruce? 

Mr. Coorer: No, it was cash which was turned over to the Grand Trunk 
to aid in the construction of the Grand Trunk proper; not of the subsidiaries 
of the Grand Trunk. 4 

Hon. Mr. Stevens: There was no interest on it, I suppose. 

Mr. Coorrr: No, they were to receive dividends after the eompany got into 
a position to pay dividends on common stock. As far as the company is con- 
cerned there is that debt, and until the Government give up the security we 
must carry this in our balance sheet. 7" 

Hon. Mr. Dunninc: I think of all the securities which the government 
hold this is the poorest, because the arbitration ranked it after the stock which 
the arbitration held to be worthless. 

Hon. Mr. Srevens: I think the Deputy Minister should approach the 
Minister and suggest the wiping out of this thing. 

Sir Henry THORNTON: We will suggest the reconstruction of the financial 
structure of this road, and when that is done, if it 1s approved, all these will 
disappear. This is but one of the minor horrors. é 

The Cuarrman: Item 755. : 

Mr. Cooper: Account 755, Funded Debt unmatured, $977,889,032.94. 


Mr. Jeuuirr: That seems to be a little less than last year. Did you pay . 


off some item of matured debt? 

Mr. Cooper: We retired Trust Notes $6,041,400; Canadian Northern 5 per 
cent Income Charge Debenture Stock $24,137 846.08; and Miscellaneous Items of 
%2,088,714.10. Total Retirements $39 267.960. Against that we had new issues, 
44 per cent forty year guaranteed Gold Bonds $26,344,000; State of Michigan, 
Woodward Avenue, $2,441,256.60. (ee 
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Mr. Jevuirr: On the whole you have reduced the funded debt. 

Mr. Coorer: By $3,492,703. 

Hon. Mr. Dunninc: That was due to buying Canadian Northern Bonds at 
less than their face value? ; 

Mr. Cooper: Substantially, yes. | 

Hon. Mr. StTevENS: On page 28, might I ask Mr. Cooper or Sir Henry this 
question. On February 1st 1929, there are 4 per cent Sifton Branch Bonds, 
Canadian Northern, euaranteed by the province of Manitoba, to the amount of 
$1,137,340; and another item of 4 per cent Manitoba and Southeastern Bonds, 
Canadian Northern, maturing February Iist,—1929, amounting to $510,513.34. 
Were these two retired? , 

Mr. Coorer: Yes Sir. | 

Hon. Mr. Stevens: By the Canadian National system? 

Mr. Coorrr: Yes Sir. 

Hon. Mr. Stevens: And the guarantee of the province of Manitoba released 
accordingly ? 

Mr. Cooper: I should think so. 

Hon. Mr. Stevens: How do you treat these provincial guarantees, Sir 
Henry? 

Sir Henry THORNTON: In what respect? 

Hon. Mr. Stevens: The provincial guarantees on these Bonds, are they 


4 


‘treated as being wiped out? 


Sir Henry THorNTon: When the issue matures, unquestionably the 


- guarantee disappears with it. 


Fae 


Hon. Mr. Stevens: And do you look upon the Provincial Guarantee still 
sn force while the Bond is in force? 

Sir Henry THornton: ‘Technically we must. We have never had any 
question of default on them, and the question has never been raised, to my 
knowledge, as to what extent the guarantor would be called upon to make good 
on his guarantee. : 

Hon. Mr. Dunning: There was once. I was on the other end of the deal, 
in connection with one case in which default was permitted to occur. 

Sir Henry THorRNTOoN: That must have been some time ago. 

Hon. Mr. Dunnrne: Just about the time you came, Sir. This would prob- 
ably illustrate what would happen in all such cases. There was a time when, 
with respect to the Grand Trunk Pacific Branch Line Bonds euaranteed by 
the province of Alberta and Saskatchewan, the interest payments were not paid 
by the Dominion on the due date. Speaking for Saskatchewan, as I did at that 
time, and I think Alberta did the same, the province immediately honoured 
its guarantee and met the interest. Under the terms of the Trust Deed and 
the mortgage, however, the province then acquired by that payment certain 
rights with respect to the property, rights which became operative—I am saying 
this subject to correction——after the payment of, | think, three or four interest 
payments; at any rate two years was the period involved. And the Dominion 
allowed the provinces to pay three out of the four payments which would have 
given the provinces their rights under the mortgage, and then paid the fourth 
one; and they have allowed default to occur the second time. During that 
period the matter was under negotiation between the two Governments, and 
finally the Railway decided that it desired to retain this branch line; and the 
only means of retaining them was by honouring the obligations; otherwise the 
provinces would have taken possession. I cannot speak for all of them, but in 
respect of that class of case, that did apply. 

Hon. Mr. Srevens: Speaking of the inter-corporation policy, or of the 


‘government represented by the provinces in regard to all these guaranteed 
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bonds of Alberta, Saskatchewan, and Manitoba, is it tacitly agreed that the S 
provincial guarantee shall be wiped out now that the National Railway has 
taken possession? | 

Mr. Gary: The bondholders would have -something io say to that. 

Hon. Mr. Stevens: As between the provincial governments, and the fees 
government is there any understanding? Z = 

Hon. Mr. Dunnine: No, there is no understanding. I can only conceive — 
of the question arising if Sir Henry Thornton should report to me, as Minister, 
that a certain line is not worth to the system what it is costing the system. In 
that case we would have to face the question. In the meantime, however, I — 
should say that Sir Henry would say we want to retain all the lines we have. x 

Sir Henry TuHornton: I do not know any line in which such a condition ~ 
would arise as has been suggested. 

Hon. Mr. Dunntne: So long as the bonds are running the provision of the 
Trust Deed must maintain. In fact when we want to sell a little bit of property 
held under the Trust Deed, we have to go through a lot of forms. We must 
maintain the legal form as lone as the bonds are in existence. The retirements — 
this year, for instance, were for the very good reason that eo wanted to retain 
ownership. 3 : 

Mr. Geary: ade all the circumstances, I think you would have a good 
deal of difficulty in relinquishing any of them. 

Hon. Mr. Dunnine: Yes, it would be a very tangled situation. - 

Hon. Mr. Stevens: In connection with the item on page 28, about half-- 
way down, of $26,000,000, 43 per cent forty year guaranteed Gold Bonds. In 
the statement previously, in Sir Henry’s report, he says that no trust agreement 
was entered into with regard to this issue. Is there any significance in that, or 
what was the form of the issue of those bonds? Why was there no trust agree- 
ment? 

Mr. Henry: That is a government guarantee. It is not a mortgage, and 
therefore each bond includes on it all the terms. 

Hon. Mr. Stevens: Individually guaranteed by the government? 

Mr. Henry: Individually guaranteed; and there was no Trust Deed — 
necessary. 

Hon. Mr. Stevens: I think perhaps right here I might ask this. I ran — 
over this list and I noticed that within the present fiscal year, that is in February, — 
1930, there are $19,000,000 falling due, maturing, and Equipment Bonds of 
about $3,000,000; that would be about $21, 000,000 by February next. What 
provision is there made to meet that, or how do you propose to retire ENDS : 

Sir Henry THorNTON: That is next year. Mr. Stevens. 

Hon. Mr. Stevens: That is your fiscal year ends on the 31st Deeabe? 

Sir HENRY THornton: Our fiscal year ends December 31st. 

Hon. Mr. Srevens: Then I might mention that next year, taking the ss 
whole calendar year, you have some $41,000,000 coming due. Res 

Mr. Henry: The ordinary procedure there is to float issues when these Fe 
retirements come due; or to temporarily take care of them by temporary — 
financing, if financial conditions are not satisfactory. 

Mr. JevuirF: How. much will you have to take care of this year? 

Hon. Mr. Srevens: There are two small ones. | | | 

Sir Henry Tuornvon: There are two items amounting to $6,000,000 odd 
and $3,514,000. 

Hon. Mr. Srevpns: ‘There are quite a few Equipment Bonds, serial. oe 

Sir Henry TuHornton: There are about ten, iz, should think, Equipment me 
Trusts. ic 


~ 
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Hon. Mr. Srevens: Where is that $6,000,000 that you refer to? 
Sir Henry THornTon: Would you like to have the names read out? 

Hon. Mr. Stevens: Is it in the Equipment Bonds? 

Sir Henry THorRNTON: Yes. 

— Hon. Mr. Stevens: I see there are a number of Equipment Bonds mentioned 
here. : 
Sir Henry THorNntTon: Yes, that is it. 


Hon. Mr. Stevens: But you mention $6,000,000, and I just wondered where 
that came in. = 


Gir Henry Tuornron: That is some of them. : 
Mr. Coorer: Equipment Trust Bonds, series C, $375,000; series D, 
$750,000; series E, $1,000,000; series IF, $800,000— ~~ 

Hon. Mr. Stevens: Where is that? 

Mr. Cooper: Series E is one of the unguaranteed issues. 

Sir Henry TuHornton: Mr. Stevens has only the annual report before 
him, and he wants to know where that appears in the annual report. 
Hon. Mr. Stevens: I went over it pretty carefully and I do not find any- 
thing like that reflected here. All we have in the Equipment Bonds here. are 


_geries B, $375,000; series C, $375,000; series D, $750,000. 


Mr. Cooper: In series E, there is $14,000,000 outstanding. as 
Hon. Mr. Stevens: That is for 1935? 

_ Mr. Coorrr: There is an explanation to be made. The total issue falls 
due May Ist, 1935, but we pay into a sinking fund each vear $1,000,000, so that 
the amount of $6,000,000 includes that $1,000,000 and series F, $800,000. Series 
G, which is on the opposite side, is a guaranteed Equipment Trust. 

Hon. Mr. Stevens: - That is 1938, and then there is a portion of that 


maturing? 


_ Mr. Cooprrer: It matures serially up to 1938 by annual instalments of 
$1,500,000. =r 

Hon. Mr. Stevens: You will understand the reason why we cannot 
ascertain from this, because it does not indicate how much matures, and I was 
taking only the maturing dates appearing on the statement. 


Mr. Cooper: We try to show as well as we can what is a serial issue, and 
there is an annual instalment payable each year. 


_ Hon. Mr. Stevens: Then your total maturing is what? 
Mr. Cooper: Of principle, $6,316,400, including two items which go into 


the sinking fund. 


odd? 


Mr. Gmary: One of them I notice is 7 per cent. 

Mr. Jevurrr: Where is series F? 

Mr. Geary: fF, is about the fourth one down, on page 29, Mr. Cooper, 
your series A, I see there is no principle outstanding, but there is interest accrued 
for 1927 and 1928. How is that? 

Mr. Cooper: It matured July 1, 1928, so that there would be the first 
six months’ interest charged to the 1928 account; but at December 31, 1928, 
the Bonds had been discharged; and as this is a statement of condition at 
December 31, 1928, there was no principle outstanding. 

Mr..Grary: But there are interest outstanding? 

Mr. Coopmr: No, that is not outstanding; this is interest charged, which 
has accrued during the year. 

Mr. Jevuirr: This is the total which we have to meet this year, $6,000,000 
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Mr. Coorer: Of the Equipment.Trusts. : | 
Mr, Geary: There are none of the 7 per cent on the market, are there? 
Sir Henry THornvon: Not at a purchasable price, probably. 

The CHamrMAN: Any other question? Dominion of Canada Accounts. 
Mr. Coorer: Dominion of Canada Account, $1,290,216,481.91. aS 
Mr. Geary: You have shown your interest simply as interest, not com- Bic 
pounded? f Hea 

Mr. Cooper: Yes. es 

Mr. Geary: Is that the usual practice in showing an indebtedness on a 
railway? It is not with a bank. fake es | 

Mr. Coorrr: I should say that the situation between the Dominion Gov- 
ernment and the Canadian National Railways has no parallel. I doubt whether 
the charge of simple interest on such an amount of debt should be charged. 
That is to say, it is not a question of whether we should compound interest; — 
it is a question whether the simple interest charged is not excessive. a 

Mr. Geary: Or the principle, for that matter. M2 a 

Mr. Cooper: And the principle. 

Hon. Mr. Dunninc: It is a question, as Mr. Cooper says, whether or not 
simple interest is properly charged. og 

Mr. Cooper: It is something like a shareholder charging interest against = 
a company on his capital investment. . | 

Mr. Grary: It has to be shown somewhere I should say. 

Hon. Mr. Dunnine: At present, yes. a 

Hon. Mr. Stevens: On that question of the financial reconstruction, is — S 
that seriously under way? , , | ; 

Hon. Mr. Dunntnc: It is seriously under way. It has been very seriously 
under way ever since I have had anything to do with the railroad. 

Hon. Mr. Strvens: When do you expect to be in a position to disclose 
anything. ; 

Sir Henry Tuornron: That is hard to say. As I said yesterday the 
complicating factor which has arisen did change the prospects for this session.. 
And until that is disposed of, you can readily understand that if anything arose 
‘n connection with Grand Trunk Stocks, particularly having regard to the con- — 
tention made by the holders of them, it would simply change our whole view 
of the situation. We are very anxious to get it completed, and I assure you | 
we will have it ready as soon as it can be done. 


Pts Pi } iy 
ni oe bp , Pree 
La el Paes By oie an es 
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Hon. Mr. Stevens: Is there any likelihood of having it for next session? ee 
Hon. Mr. Dunninc: I will be very disappointed if it is not, and I think : a 
Sir Henry will be, too. , ee. 

Sir Henry THornton: We have completed all our work on the railway a 
side, and I should be very disappointed and considerably amazed if it did not ae 
come up next session. I am only speaking from what I suspect to be the a 


=3 


situation, The Minister is the only one who can speak with authority as to] 
what will happen next session.. That is beyond my sphere of political activity. > 
Hon. Mr. Dunninc: The raising of this question has a very serious bear- — 
ing on the whole matter. : oom 
Mr. Geary: Mr. Cooper, will you take up your account 755, “Funded Debt 
unmatured ” in the hands of the public, $977,000,000. You have to pay interest 
on that right along? | ) 2 ae 
Mr. Coorer: Yes. . ue . see 
Mr. Geary: Then the Dominion of Canada account, “ Funded Debt 
unmatured”—you will pay no interest on that to anybody? Ae 


os 
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Mr. Coorer: No. There is included $33,048,000 of Grand Trunk Pacific 
3 per cent bonds which are held by the Dominion of Canada, we accrue interest 
on that, but do not pay it over in cash. 

Mr. Geary: Then these loans are, as we understand, and the appropriation 
account of the Canadian Government railways, that old deficit on the Inter- 
colonial? | 

Mr. Coorrr: Not the deficit so much as the capital expenditures of the 
Pentive Canadian Government railway. 

Mr. Geary: Where would the deficits be? 

Mr. Coorer: They were absorbed, I suppose, in the Consolidated Revenue 
account. 

Mr. Geary: But it must be charged to you— 

Mr. Coorer: Not up to the time when we took over the Canadian Gov- 
ernment railway for operation. From that time they are included, if we have 
borrowed against them. 

‘Mr. Geary: The government never made a claim for them. 

Mr. Cooper: For the accumulated deficits up to 1923? No sir. 

Mr. Geary: I think there were $420,000,000 written off in one year. They 
were carried as active assets at one time. 

Hon. Mr. Dunnine: Yes, and I think in 1919 they went over as non- 
active assets. | 
Hon. Mr. Stevens: Sir Henry Drayton carried them over as non-active 
assets. 

Mr. Cooper: Practically the entire amount: of $1,290,000,000 is in the non- 
active assets. 

Hon. Mr..Dunnine: As a matter of fact, if to-day the government de- 
cided to write off completely from its books the whole of this $1,290,000,000, 
very little of it would affect the net debt, because it stands as a non-active 
asset. 

Mr. McLean (Melfort): If you wipe this off, you would increase the net 
debt. 

Hon. Mr. Dunninc: Not all of it, but nearly all of it. i 

Hon. Mr. Stevens: A substantial part of this is now classified as a non- 
active asset. | 

Mr. McLean (Melfort): Supposing something happened, by which the 
railway discovered a gold mine, and value was put into that $1,290,000,000; the 
net debt would not be reduced by anything like that. 

Hon. Mr. Srevens: Yes, it certainly would. 

Hon. Mr. Dunninc: ‘To the extent that it was transferred from a non- 
active to an active asset. 

Sir Henry THornton: Incidentally the government is threatened with 
that very gold mine. 

Mr. McLean (Melfort): If this is written off the capitalization, it be- 
> comes added to the net debt, whereas at the same moment if value is put into 
’ it, it is deducted from the net debt. 

Hon. Mr. Srevens: It would give the company known as the Dominion 
of Canada more standing, better assets and would thus reduce your debt, but I 
hesitate to anticipate a gold mine. 
ie Beuu (St. Antoine): Has there been any refinancing during the past 
year 
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Mr. Cooper: We retired debts amounting to $32,267, 14 
000 was equipment trust notes, $24,137 000 was Canadian Northern 5 
and $2,000,000 was miscellaneous. : eles ie eave = a me 
Hon. Mr. Stevens: Mr. Chairman, J think while we are discussing ina — 
rather desultory way the question of financing, 1 would lke o ask” : 
questions of Sir Henry *n an endeavour to get a picture which w 
situation more clearly from a financial standpoint. If I might pu 
tions without interruption—I do not want to absorb too much time—I w 
like to follow the series of questions right through, if Sir Henry will pern 
I started it the other day, but we got off into side pastures and arrivec 
where. Now, Sir Henry, last year Parliament appropriated on these estimate 
$39,000,000. May I ask if that $39,000,000 which was appropriated w it 
for various items of cost, whether refinancing or otherwise, for the year 
Sir Henry THorNTON: In other words, you would like to know how th 
$39,000,000 was disbursed in 1928. ; Se 
Hon. Mr. Stevens: Exactly. . ee ee 
Mr. Coorrr: Against that $39,000,000 appropriated, our total expenditur 
under the budget was $33,455,445.20. LEG Te a ee 
Sir Henry Tuornton: Mr. Stevens wants the details of that $39,000, 0 
What did we do with that in 1928? gt See ee ee 
Hon. Mr. Dunnine: It is set down in the estimates and it would probab. 
save time if the statement could be included in the PECORG 26 eee 
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Hon. Mr. Stevens: Of the $33,000,000 which you spent—that is covered 
by the $35,000,000 issue shown on page ve 3 Nae ae: 
Mr. Coover: Part of it was financed by the issue of $35,000,000. 
Hon. Mr. Stevens: That is, $21,500,000. oe | 
Mr. Cooper: Yes. i e E 
Hon. Mr. Stevens: And the balance is financed by borrowing from the _ 
bank the $40,000,000. | 
Mr. Coorer: That is correct. m 
Hon. Mr. Srevens: May this other statement also be put in the record? 
The CHAIRMAN: Yes. 


$35,000,000 44% Bonds DATED DECEMBER Ist, 1928 


Net Released or to be Released 


- Discount proceeds — |———————_———_—__— 
eas Par value and placed on |Branch Lines ; 
Interest deposit and Toronto | 1928 Budget 
e Terminals : 
Sold Dec. 20-21, 1928.......... $26,334,000 00 
DIS COUT eee ea eee eter a ieee 1,540,539 00 = 
Interest to date on sale......J..........--55 62,885 84 


. 24,856,346 84 a 
8,072,750 88| 2,309,280 17| 5,763,470 71 


$16,783,595 96\$ 2,309,280 17|$ 5,763,470 71 


£ 


Releases to Dec.31, 1928 60001 a ies Bile eee 


Position Dec. 31, 1928....... $26, 334,000 00)$ 1,477,653, 16 
Sold Jan? 3.9929 cee nee oss 8,666,000 00 
DiSCOUnE ei Ce ieee | Secl torciarear oN ata 
Interest to date of sale......]............-- 
8,194,296 53 

181,477 09 


Interest on deposits.........)......200 ee eee 181,477 09 ; 
17,856,759 95| 3,986,588 87 13,870,171 08 


Releasés since Jan, 1, 1929.0 2.2) ce Ba sna] aii ig oe ire 


Position March 31, 1929... .1835,000,000 00/$ 1, 767,879 54|$ 7,302,609 63]$ 6, 295,869 04|$19, 633,641 79 : 
Net proceeds to be drawn 


Pi Vong Rae ae OUR ety inte Cah ea henna g UL Lah oi pS Sr aNe Lr asst | ne wet iat %, 302,609 63| 7,204,130 96 98,478 67 
Discount and interest applied 
against 1928 Budget...:...|...........02.] 1,767,879 04). 22 se sane ee ees 1,767,879 54 


Final positions 4.) eke: 


_ $40,000,000 SHORT TERM NOTES DATED OCTOBER 15ru, 1928 


aa mee Rta Ak ARDUINO cc tw semercmemrnernce sass ce 
SSS 


Can. Nor. 

Income Branch Lines ei 

—— Total Issue | 1927 Budget Charge and Toronto | 1928 Budget —— 
Debenture Terminals |, Pees 

Stock OE 


Position at Dec. 31, 1928 and es 
at March 31, 1929........... $40,000,000 00} 5,900,000 00) 22,748,109 60].............. 11,351,890 40. 
Both Issues Combined... ./875,000,000 00} 5,900,000 00] 22,748,109 60} 13, 500,000 00) 32,851,890 40 “ge 
ee oe ee ais eer A 
Hon. Mr. STEVENS: Now in regard to the $40,000,000 referred to on page 8 | 
of this statement: I understand part of that is borowed from the bank to 
cover various items for which expenditures have already been made in 1928. 
Mr. Cooper: Yes. eon ; via a 
Hon. Mr. Srevens: In other words, we owe—that is, the company owes a 
the bank $40,000,000 on December 31, 1928? : 3 
Mr. Cooper: Yes. And in addition to that, we have $3,500,000 for the 
Manitoba Northern. st a Fits a See 
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Hon. Mr. Stevens: Then I understand from the statement of Sir Henry’s 
that it is intended during the present year to arrange long term financing in 
which the moneys provided by the bank as above will be repaid. 

Sir Hexry Tuornton: You understand why that temporary financing 

-. was done? Because of the state of the money market. 

) Hon. Mr. Stevens: Quite so. Now, included in this item of $40,000,000 
was there any carryover from the year before other than the $5,900,000 shown 
on page 8? 

Mr. Cooper: No. 

Hon. Mr. Stevens: That was all for the budget of 1928, plus this item of 
refunding. | 

Mr. Coorrr: And plus the $5,900,000 for the 1927 budget. 

Hon. Mr. Stevens: Now, in 1929-30, according to the Minister’s budget, 
you require $53,750,000. 

Sir Henry THornton: That is right. 

Hon. Mr. Stevens: And also according to the statement, you are pro- 
viding $50,000,000 for the Montreal terminal, of which you ‘will require 
$10,000,000 this year. 

Sir Henry THornton: We would not be able to spend $10,000,000 this 
year. | 

Hon. Mr. Dunninqa: The bill will provide that not more than $10,000,000 

can be spent in any one year but it is not anticipated that $10,000,000 will be 
spent this year. | 

| Hon. Mr. Stevens: I am trying to get at the requirements. I understood 
the other day that $10,000,000 would be required this year. ; 

Sir Henry THornton: We could not spend $10,000,000 this year. I am 
perfectly certain of that. The bill, as the Minister says, will provide for an 
amount not-to exceed $10,000,000 per year, but $10,000,000 cannot be spent 

_ this year. I wish it were possible. Ba 

Hon. Mr. Stevens: In addition to that, I think you said there were equip- 
ment bonds amounting to $6,000,000. 

Mr. Coorer: They are included in the $53,000,000. 

Hon. Mr. Stevens: Allowing for $10,000,000 for Montreal, it make a total 
of $103,750,000 to be provided for this year, and striking off the $3,000,000— _ 

Hon. Mr. Dunntne: You have still forgotten one item to make the picture 
complete. That is the item of branch lines. 

™ Sir Henry THorNnToNn: I can.tell you what our total requirements are, item 
by item. ot 

Hon. Mr. Stevens: Then let us have them. 

Sir Henry Tuornton: The Edmonton, Dunvegan and British Columbia 
Railway $2,500,000; Quebec, Montreal and Southern, $6,000,000; Inverness 
Railway and Coal Company, $375,000; Quebec, Oriental and Atlantic, Quebec 
and Western Railway, $3,500,000; The Kent Northern Railway, $60,000; 1927-30 
branch line program, $1,500,000; new branch lines now before Parliament 
approximately $1,500,000; 1929 budget, $53,750,000; Manitoba Northern Rail- ’ 
way, $7,000.000; loan account, Central Vermont bonds, $8,609,000; temporary 
borrowings from bank, $40,000,000; new equipment, $18,000,000; all of which 
make a total of $142,794,000. 

s Hon. Mr. Stevens: Does that include the interest to the public? 

Sir Henry THornton: No, that includes no interest. We pay that out 

of our resources. : 

Hon. Mr. Stevens: What is the interest to the public? 

Mr. Cooper: As Sir Henry stated the interest comes out of our operations. 


oe 
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Hon. Mr. Stevens: I am eetting at the total obligations. 

Sir Henry THorNTON: That is the capital account. 

Hon. Mr. Stevens: What will your interest to the public be? . 

Sir Henry THorNTon: Our total interest on securities in the hands of the ~ 
public is something like $42,000,000. , ies 
* Mr. Cooper: It is about $45,500,000 in 1929. We are estimating that = 
amount. = Foes 
Hon. Mr. Stevens: That means $186,000,000 which you have to finance in a 
1929— / oe 
Sir Henry THorNton: No. 

Hon. Mr. Stevens: Wait just a moment— : 

Sir Henry THornton: Pardon me. | Ass 

Hon. Mr. Srevens: —-and to meet that you will have your anticipated 
surplus earnings on operation, which this year amounted to $43,000,000 net, after . 
taking off the Eastern Lines. 3 Z 

Sir Henry THorNToN: ‘There is nothing to be added to the figures I have 
given. 

Hon. Mr. Srevens: ‘You mean that interest is included in the $53,000,000. 

Hon. Mr. Dunninc: No, the resources are deducted before the $53,000,000 
is arrived at. 

Sir Henry THORNTON: We do not capitalize the interest. 

Hon. Mr. Stevens: We only want to know that the interest is provided : 
for. I assumed it was, but Sir Henry said it was not. ; : = 

Sir Henry THorNton: It is not provided for in the budget.. The figure e 
I gave you represents the capital requirements. The interest will come out of 
our resources. 

Hon. Mr. Stevens: Then if we ignore the resources as well as the interest, : 
it will leave $141,000,000. = 

Sir Henry Tuornton: And from that I have subtracted an amount for = 
the Canadian National Steamships and the Merchant Marine. : 

Hon. Mr. Stevens: How do you propose to provide for that this year? 

Sir Henry THornron: That will be financed in the course of the year as 
and when circumstances permit advantageous financing. 

Hon. Mr. Stevens: The reason I am querying on this very closely is that | 
I consider this to be the most serious question that we as the representatives of 2 
the shareholders, as it were, have to deal with. You are carrying over from last ~ S 
year $40,000,000, and, after all, that is a handicap to financing, is it not? 2 

Sir Henry Tuornton: I do not think so. a 

Hon. Mr. Stevens: Possibly not, but I would think it would be. It is a — 
very, very large sum to finance for the National railway in one year.. ero 

Sir Henry THornton: No, not considering the magnitude of the company’s fe 
operations. : : 

Hon. Mr. Stevens: Is it a part of the policy of the road to finance a sub-_ 
stantial portion of its requirements in this manner mentioned here, by borrowing 


~ 


from the bank up to $40,000,000 or $50,000,000? 3 = 

Sir Henry Tuornton: It is the policy of the company to within each = 
year finance its capital requirements for that year, but should certain cireum- =< 
stances be such that advantageous borrowings cannot be made during that year, 
it is much better to temporarily finance at perhaps a somewhat higher rate of — = 


interest for a short period than to finance for a long period at a high rate pies 
interest. In other words, we arrange for our financial requirements each year — 
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if conditions permit that to be done with advantage. If we cannot, we do 
~ what any other. business enterprise would do—and many railways do—we issue 
- some form of short term notes until the money market permits us to finance 
advantageously. | . 
= Hon. Mr. Stevens: That is perfectly sound up to a certain point. Now, 
et? question arises naturally when do we reach the point where the margin of 
‘ Aty is exhausted? I submit that with $40,000,000 brought forward from last 
year you are fairly well absorbing the degree to which you are warranted in 
_ going in temporary financing. 3 

_ ir Henry THORNTON: No. None of us in any business enterprise would 

- want to do more temporary financing that circumstances require, but if you 

_ have to do it, you have to do it; that is all there is to it. “ 

=< Won.-Mr. SrpveENs: I suppose that is axiomatic, but what rate of interest. 

are you paying on the $40,000,000? , 

Sir Henry THORNTON: Five ‘and-a quarter, which considering the general 
condition of the money market is a very good rate from the company’s point of 

© view. | ? 
Hon. Mr. Stevens: Now, having in mind the heavy exports of gold from 
Canada to New York during the last couple of years and the fact that the 
~ Canadian dollar is 95/32nds below par, 1s there any likelihood of financing on 

_ the New York market this year? 

Sir Henry THorNToN: Yes, but to estimate what the money market 1s 
going to be is a good deal like estimating what is going to happen to our crops 
each year. It is difficult to estimate that, and we can only seek the best opinion 
possible. Our opinion is that before the first of the year we shall have cleared 
up this-financial situation, Your estimate is Just as good as mine. 

Hon. Mr. Stevens: You would not care to intimate to the Committee the 
plans and expectations you have, or the method by which you expect to finance 
this? 

Sir Henry THornton: ‘The moment the money market eases and the 
banking world feels that we can finance advantageously, we shall immediately 

PesO 80s : 

3 Mr. Henry: Mr. Stevens, if you will refer to page 7 of the previous annual 

report, you will see that in the year $65,000,000 of financing was taken care 

of. That is $65,000,000 was issued; that was an accumulation. 

Hon. Mr. Srevens: That was a very eood year to finance. There was ne 


difficulty in making an issue then at all. The significance of all this, I think, 
and it is only fair to frankly face it, is that with $141,000,000 to finance and 
with obviously the money market not nearly as good as it has been in recent 
years, the government, parliament, or the country, must estimate whether they 


‘are cutting their suit to fit the cloth, or whether we are overdoing the thing. © 


- - Sir Henry THORNTON: A good many of these things were things which 
from many points of view were unavoidable. A large percentage of the items 
which are represented on this list do not represent money which will bring -no 
sy yreturn. As a matter of fact it is money which will result, in the last analysis, 
~ Jin increasing the net earnings. What I mean to say is this, that there is no 
~ objection to borrowing any amount of money, a billion dollars if you like, at 
5 per cent or 6 per cent :f the return to the borrower on the use of that money 
brings him net 10 per cent, say. Under those circumstances, the more money 
he. borrows the better. That is what happens in every business organization. 
if you can borrow money at the current rate of interest and absorb that money 
into: your enterprise, and through that enterprise make an amount in excess 
of the rate of interest, it is good business to do so. 


~ 
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Hon. Mr. Stevens: On the other hand, of course, there always comes a S 
time when it is incumbent upon the head of a business to determine whether the S 
capital expansion is’ warranted in view of the return and-of the actual con- x 
dition of the company. BS 

Sir Henry THornton: That is quite right, Mr. Stevens, quite right. » € 

Hon. Mr. Stevens: I am just bringing this point out now for the pur- & 
pose of the Committee this year being thoroughly advised of what. is being ~ 
recommended to parliament and being authorized and approved of as far as this _ 
Committee is concerned. : 

Sir Henry Tuornton: I would very much prefer if the money market were — 
such as that we could proceed with our financing as in years gone by. There 
is no good in saying that we like this situation, because we do not like it; but 
it is the best, we feel, that can be done, having regard to all the circumstances. 
And it causes the Financial Officers of the Company and myself no great 
anxiety. Certainly, if anybody’s head is at stake, it is ours.” 

Hon. Mr. Srevens: I hope you will not think, Sir Henry, that I am doing | 
this in any spirit of captious criticism of yourself, because I think you have ) 
had a terrific load to carry. i 

Sir Henry Tuornton: On the contrary, Mr. Stevens, I am almost anxious 
to have the fullest investigation by the Committee, and I am always willing 
to expose everything fully and frankly. 

Hon. Mr. Stevens: For instance, recently we have passed a number of 
bills, which are generally known, as branch line construction, and it is always 
a very difficult thing to pick out any one thing and criticize it. I am not doing 
that; but I do say that parliament has been pretty generous in passing these ~ 
Bills and it might be that the management, in view of the situation, should 
look them over very carefully. ? 

Sir Henry THornton: We do, and as a matter or fact we reject a great 
maany more proposals than are accepted. : | 

Hon. Mr. Srevens: I think the Committees of Parliament, both the Rail- 
way Committee andthis Committee, are reposing more confidence in your ~ 
judgment and in the judgment of your very excellent staff,\and I think the 
Minister will agree with this, that this year virtually everything which was 
suggested as coming from yourself and your staff was accepted without ques- 
tion. And Parliament having adopted that attitude, it simply throws’ back 
upon the management all the more responsibility. | cn 

Sir Henry Tuornron: I quite agree with that, and I take it that the 
generosity with which Parliament has treated us in recent years has been due _ 
to the steady improvement in the company. That is, the money which has 
been spent has been wisely spent, and has brought a substantial return. There 
is not any doubt that in connection with all financial operations, not only “Sa 
the increase in our Capital Debt but in our expenses, it is the responsibility » " 
of the officers of the company to proceed with the utmost caution. As a 
matter of fact, within the last two or three years, we have had very satis- — 
factory results; but that is all the more reason that we should not establish } 
in our Own minds as officers, an atmosphere of extravagance. That is to say, 
money which comes easily we must not spend easily. And our responsibility 
is to make no recommendation to the Minister unless we feel that it is clearly 
to the advantage of the company to do it. And, speaking generally, I think ,<@ 
that our physiological atmosphere, if one can use such a term, should be one 
of extreme caution and vigilance in expenditures to counteract this very 4 
atmosphere of I shall not call it extravagance but of spending, which always 
afflicts every enterprise which constantly has mounting net earnings. ere 
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Hon. Mr. Stevens: May I now ask if I may continue—This Inter-State 
Commission application by the Grand Trunk Western is, I understand, before 
the Inter-State Commerce Commission but not approved? 

Sir Henry THornton: Not yet, no. 

‘Hon. Mr. Srevens: This is for the amalgamation of a number of com- 
panies. 

Sir Henry THorNtoN: Yes. 

Hon. Mr. Srevens: It is eleven, I believe. 

Sis Henry THornton: Thirteen, I think. 

Hon. Mr. Srevens: Thirteen different companies, and you have a scheme 
of re-financing, have you not? 

Sir Henry TuHornton: Well, if that is approved by the Inter-state Com- 
merce Commission, then we have a plan for re-financing that whole situation. 
Hon. Mr. Stevens: Will that come before parliament or will it not? 

. Sir Henry Tuornron: Can you answer that, Mr. Minister? 

Hon. Mr. Dunnine: If parliament’s sanction is necessary, it will have 
to be secured, but in any event, parliament will be fully apprised. It is con- 
trolled by United States law, you know. 

Hon. Mr. Srevens: I understand that. But the sum which will be re- 
quired to re-finance? 

Sir Henry Trornton: I can say this, that the re-financing of the Grand 
Trunk Western will not require any new money. It contemplates capitalizing 
the very large improvement in the net position in that property. As the thing 
stands to-day, it is quite impossible to take advantage of the improved posi- 
tion of the Grand Trunk Western; and one of the objects which we seek in this 


~ consolidation is that particular thing. 


Hon. Mr. Srevens: I quite appreciate that what you are doing is Issuing 
new stock for old stock; in other words it will be largely an exchange of 
securities, I should say. mao 

G+ Henry THorntoNn: I will ask this not to be put in the record, but be : 


‘eonsidered as confidential by this Committee. 


“The CuatrMan: The reporter will not put into the record what Sir Henry 
is about to tell us. 

Certain information having been given to members of the Committee, 

Hon. Mr. Stevens: Mav I ask, Sir Henry, regarding Portland. What are 
you doing in Portland,—anything in particular? 

Sir Henry Tuornton: No. 

Hon. Mr. Stevens: The Central Vermont is not included in this American 
consolidation at all? 

‘Sir Henry THornToN: No. 

Hon. Mr. Srevens: What is the situation regarding the Central Vermont? 

Sir Henry THornton: The general situation with respect to the Central 
Vermont is this: as you are aware, about two years ago the Central Vermont 
was visited by a serious flood, which not only did great damage to the Central 
Vermont Railway, but to the back part of the State through which the Rail- 
way ran. And in rehabilitating it we thought it better to put the road into 
Receivership. The reason for that is perfectly obvious. That rehabilitation 
has cost us roughly $5,000,000. The laws of Vermont were extremely rigorous 
with respect to foreign companies owning the stock of Railways and doing 
business in Vermont. As a result of this expenditure, we succeeded in having 


the State Legislature alter the laws so as to improve our position as the pro- 
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prietory company of the Central Verniont. The Receivership will probably be 
lifted this autumn; and when that is done, notwithstanding the additional 


expenditure of $5,000,000, that property which was formerly an annual loss to - 
the Canadian National Railways, because there was @ deficit on the bond in- © 


terest which we had to make up, will become a profitable company. 


In other words, we shall earn more than a sufficient amount to pay the 


snterest on the bonds; and therefore, curiously enough, what we thought two 


years ago was a great disaster, so far as the financial position of the Central 
Vermont is concerned, has turned out to be a blessing. | ; 

Hon. Mr. Srrvens: What is our total obligation there, in regard to the 
Central Vermont? 

Mr. Geary: What did you shake out in the way of stockholders and 
creditors in your Receivership? lat Oi 

Sir Henry Tuornton: I do not remember the exact amount, but a very 
large interest was shaken out. 
Mr. Cooper: Our total investment in Central Vermont is $33,788,798.75. 
Mr. Geary: Including the $5,000,000 which Sir Henry mentioned a few 
moments ago? : ase 
Mr. Coorer: No. e 
Mr. Geary: Will you give us the total amount under the Receiver’s cer- 
tificates? | 

Mr. Cooper: I think it is about $5,000,000. — 

Mr. Geary: I want our total obligation. 

Mr. Coorrr: It will be about $38,000,000. 

Mr. McLean (Melfort): How many miles is in that line? 

Sir Henry TuHornton: 411 miles. 


Hon. Mr. Stevens: I think that is all I want to ask on that, and I thank 
you very much. 


year? 
Mr. Coorrer: About $5,000,000. 


Mr. Jevurrr: Everything has been pretty well brought out. I was simply 
eoing to say that the bill of fare which we have been discussing seems to be 


a pretty large one, as far as the railway is concerned; but at the same time I . 


feel that these appropriations are not to pay for a dead horse. We are really 
vetting something out of the major operations in the program for this year, 
in our branch line program. . 


‘Sir Henry Tuornton: Unfortunately, a railway is something which is- 


never finished. It is worse than a racing stable, and constantly requires more 
money to keep it up. But, if the expenditures are wisely made you only increase 
your net. 

Mr. Geary: I want to straighten up something in my own mind. The 
1928 has carried over how much? _ ; 

Mr. Coorrer: Forty-three and one-half millions. 


are the branch lines included in that? 
Sir Henry THornton: Yes, that includes everything. 
Mr. Geary: I want the three items which make up the $141,000,000. 
Hon. Mr. Steven's: He put in a complete statement for that. > 
Sir Henry Tuornton: I do not know that I have quite got your question. 


Mr. Geary: And the figures making up the $141,000,000 are comprised— 


Mr. Betu (St. Antoine): What is the estimate for the Central Vermont this © 
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Mir, Geary: I want to get the general items of the $141,000,000.. The point 
is that $141,000,000 of new financing is required this year. 

“Mr. Cooper: About $141,000,000. 
Hon. Mr, DUNNING: ~ Including ab 
fr. Cooper: No. | 
Mr. Grary: $40,000,000 odd of that is carry forward? 

Mr. Coopzr: Yes. : 

Mr. Geary: So that $100,000,000 for this year is new financing? 

Sir Henry THORNTON: Yes. . : 

_ Mr. Geary: Is any of that refunding? 

- Sir Henry THORNTON: Oh yes. 

Mr. Geary: I do not think that last year you required very much money, 
d I do not think you require very much money this year. 

= OE Henry THornton: About $10,000,000 is refunding, 

Mr. Coorger: I think that we would have to go over all the items to get 


out $10,000,000 for Montreal. 


lonel Geary asks approximately how much of the 


‘Sir Henry THornTow: Co 
We will look that up and give you that at the 


| 41,000,000 is for refunding. 

next meeting. © | 

- Mr; Grary: I would like to know how much of your 

to be financed next year. 
Sir Henry THornToN: You want to know how much of that is addition 

to the property. We will get that for you, for the next meeting. 

Mr. Geary: And will the Minister be good enough to take that item, the 

minion of Canada item, as I know a good many of us here are dull about it. 

“Hon. Mr. DUNNING: You mean the $1,290,216,481? 

Mr. Geary: Yes. Could you tell us how that has been treated in relation 

to the National Debt? I think you, with the Department of Finance, can give 

s a statement as to that. 
Hon. Mr. DunNnine: You mean what proportion 
what proportion is in non-active? My impression is. 


new requirements are 


is in active assets, and 
that the great bulk 1s 


Mr. Henry: All but $15,000,000 is non-active. 

Mr. Geary: It means that an addition to the public debt, at one time or 

other, so that we cannot get anything off the public debt in regard to that 
m, no matter how much we write off. 

- ~ Hon, Mr. DUNNING: The writing off is an addition to the public debt. 
Mr. Geary: So that any addition which you make to the structure will 
ot be a reduction in the pyblic debt? 


- Hon, Mr. DUNNING: It will then operate to increase the public debt, as 
das an active asset is concerned. Mr. Henry 


ll give you an analysis of that. 

a Mr. Geary said that there was no way to alter any 
of that amount into an active asset, and the reply was, no it could not be so 
d to agree with that at all. 

Hon. Mr. Dunninc: No, T did not mean that. 

Mr. Geary: I see how Sir Henry got that idea. © 

Ir. CANTLEY: Can you give us any idea of when you are going to take up 
erchant Marine? 

ir Henry THornton: That is according to the pleasure of this Com- 


~ 
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The Cuamman: As soon as we get through this, 


Mr. CantTuEy: Would. you be good enough to give us some idea. 2 
number of boats which have been sold from the fleet up to date? 


; ‘ : fo alent Saeed Leto 
Sir HEnry THORNTON: I can give PS Cantley any ne 


the present. 
Mr. Cantiey: I am cicbestae that you give me the ionaeun so 
we can have it when we come to discuss the accounts, The Aes: of boats 
sold up to date, the tonnage and the price, and so on. 
The CHatrMAN: Item 758. See cent 
Mr. Coorrer (Reading) : a eas ae 
CuRRENT LIABILITIES cota’ ea 
Account 758—Loans and Bills Payable. oe 
759—Traffic and car service Balances Payable.  — 
760—Audited Accounts and wages Payable. — 
761—Miscellaneous Accounts Payable. : 
762—Interest Matured Unpaid. ye 8 
764—Funded Debt Matured Unpaid. arenes 
766—Unmatured Interest Accrued. OP ee ee 
767--Unmatured Rents Accrued. Retake 
768—Other Current Liabilities. eT Wa 80 
Mr. Jevuirr: Under the item of Current Liabilities, I Hotes”. a cousides 
able increase in the total of those items, as compared with VO0Re for oe vee 
Would Mr. Cooper give us an explanation of that? . 


Mr. Cooprr: The big increase is the forty-three ee one- half aillion 
dollars of borrowings from the bank. 


DeEFERRED LIABILITIES \ 
Account 769—Liability for Provident Funds. ‘ 
770—Other Deferred Liabilities. = ~ + 


UNADJUSTED CrEDITS es 
Account 771—Tax Liability. Ae ese 
773—Insurance and Casualty Reserves. oe 
775—Accrued Depreciation—Road. 
776—Accrued Depreciation—-Equipment. _ * 
77i—Accrued Depreciation—Miscellaneous physical 
erty. 
778—Other Unadjusted - Gretite . : 
778—Additions to Property through Income and Sane 
780—Funded Debt Retired through Income and one ) 
781—Sinking Fund Reserves. ; 
783—Appropriated Surplus. 
784-—Profit. and Loss Balance—Deficit, 


The Cuarman: That is all for to-day. We will adjourn until Tue: 
at 11 o’clock. ca, : ae 


aes 


Committee adjourned until T uesday next, April 30th, 1929, at 1 
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at ‘Standing Committee on Railways and Shipping owned, operated 
by the Co aes met at ll am. Sir Eugene Fiset, the Chair- 


present: Mesers. Cantley, Dunning, Geary, Gray, Heo Jeliff, 
ae (Melfort), “Milne, Power, Stevens. | 


Sir Henry Thornton, President, Canadian National Rail- 
members of ee staff; ane Mr. R. AL Cs Henry, ee Minister, and 


1 es considered the vase Statement, as contained on page 17 


Fite 


JOHN T. DUN, 
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MINUTES OF EVIDENCE 


Commirrre Room 497, 
Howse or ComMMoNs, 
Tuespay, April 30, 1929. 


The Select Standing Committee on Railways and Shipping met at 11 o’clock 
-a.m., the Chairman, Sir Eugene Fiset, presiding. 
+The Cuarrman: Let us proceed, gentlemen. 

: Hon. Mr. Stevens: I should like to make a slight correction. On page 122 
: Suhere are three questions against which the name of Mr. Geary appears, which 
- were eet by me. I will cite the questions and the corrections can be made. 

“Mr. Geary: ” —it should be “ Mr. Stevens: Including the $5,000,- 
| 000 which Sir Henry mentioned a few moments ago?” 
ae pee, Wr. Cooper: No.” 
3 “Mr. Geary:” —it shouldbe “ Mr.. Stevens: Will you give us the 
- total amount under the receivers’ certificates?” 
“Mr. Cooper: I think it is about $5,000,000.” 
a “Mr. Gmrary:” —it should be “Mr. Srevens: I want our total 
- obligation.” 
“Mr. Coormr:_ It will be about $38,000,000.” 
- ’ The CHAIRMAN: I understand you have some corrections to make, Sir 
Henry. 
Sir Henry THornton: I would like to make one or two corrections. At 
the last meeting. of the Committee I gave details of our financial requirements, 
_ The amount given against item 7, ‘‘ New branch lines,” was given as ‘‘ $500,000.’ 
_ This should have been $1,500, 000. 5 
There was also some question as to whether the year’s expenditures on the 
~ Montreal terminal scheme were included. The figures quoted did not include 
the Montreal terminal expenditures. / 
= Colonel Geary asked this question: How much of the total appropriation 
- for 1929, roughly $141,000,000, was for refunding? The answer is $57,000,000. 
Colonel Cantley asked for a statement of a list. of ships sold, the dead 
weight tonnage, and the sale price since, I should say, within the last. six years. 
_ I have the list here. Will it be sufficient to hand it in? 
The Cuarrman: Could this not be filed when’ we are considering the 
_ Merchant Marine? 
_ Mr. Cantiny: Yes, but I would like to have it now. 
— Hon. Mr. Dunninc: I would suggest that it be placed in the record in 
- connection with our discussion on the Merchant Marine. 
_ Mr. Geary: How do you generally quote ship’s tonnage—by dead weight? 
Sir Henry THornton: Dead weight. 
The CHAIRMAN: At the last meeting we finished the balance sheets. Unless 
ZB Mr. Stevens has some further questions, we will go on. 
:. Mr. Geary: There was a question I asked which I think Mr. Henry was 
2 answer: forsme. - | 
Mr. Henry: As to the relationship between the public accounts and the 
"balance sheets? | 


Sey, 
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126 SELECT STANDING COMMITTEE : | 


Mr. Geary: No; it was a statement in order to get at the writing « 
of assets and thereby adding to the national debt, over a period of, years 
Mr. Henry: In schedule B of the public accounts of 1928. 
The CHamrMAN: Shall we read that into the record? | ae 
Mr. Grary: No; that does not quite give it. - There are railroad adva 
which are not in the public accounts? ; en Nueces 
‘Mr, Henry: Then I did not understand your question. You wante 
know the amount included in the balance sheets? | 2 a 
Mr. Geary: Mr. Gray and I were a little concerned about this item of the 
Dominion of Canada account, funded debt unmatured and loans. Then t 
is interest and appropriation. Leave the interest out, because that is. a matter 
year by year. The $581,000,000 plus the $417,000,000 represent an amount. 
which has been advanced in one way or another by the Dominion of Can da 
and then written down to non-active assets and thus the publie debt increased. 
Mr. Henry: I misunderstood your question, : fn 
Hon. Mr. Dunning: It would really affect it in this way—what you w 
is the proportion of the $1,290,000,000 which is non-active, and when it beca 
non-active. cee . ee x) 
Mr. Gzary: Yes sir. That is right. JI think a simple way would be 
give me each year’s amounts and a notation as to whether it was written do 
as non-active. | : hou alae 
Hon. Mr. Dunntne: If we say when they became non-active it would d 
with both phases of it, because it was added to in each year, ie oe 
Hon. Mr. Stevens: A Jot of that was paid out of the consolidated fun 
Mr. Geary: A great deal of it was originally, of course. iat ha ee 
Hon. Mr. Stevens: Annually, by an appropriation of parliament. I p 
sume that $417,000,000 was all paid out of the consolidated fund. A ae 
Mr. Henry: It was, but whether it appeared in the public debt at 
time, I do not know. © . oe Ss ae 
Hon. Mr. Dunnine: You will have to take that up with the Finar 
Department. . 5 ey 
Mr. Gmary: As Mr. Stevens has said, a great part of that was ear 
year by year—$30,000,000 in one year, $25,000,000 in another year, an 
on. $297) 


re < 
d Ns ek 
Ti Baie , * 


Mr. Henry: I doubt whether that can be done without going bac in 
each year, because you cannot tell whether it was in 


any individual year | : 
not. a 
Mr. Grary: I do want that, because I cannot get it 


The Cuamman: Are there any other questions 
If not, we will go to the index, profit and loss, page 16. 


in the public ace 
on the balance sh 


Mr. Geary: I think we did not finish with the credit side of the ba 1 
Sheet. ecatte TAC Seam 
The CHamman: Yes, we finished the whole thing. | oe 


Mr. Geary: Did we get the depreciation on road equipment? = au 

The Cuairman: Yes, we went through that, but if there are any fu 
questions we can go back to it. Both you and Mr. Stevens were absent - 
we finished. : eae 

Mr. Geary: That is something you. credit to the 

Sir Hgnry THornron: Yes, that is what it is. 1 as ape 

Mr. Cooper: The first. item is Debit balance brought forward m 1 
previous year. The next item is Debit balance transferred from income ace 


American roads? 


~ 
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as shown on page 17. The next item is Surplus applied to sinking and other 


reserve funds; the next is surplus appropriated for investments in physical 
property; the next is Miscellaneous appropriations of surplus; Account 619 is 
loss on retired road and equipment. Item 620 Delayed income debits. 

Mr. Hanson: Please explain what 619 and 622 mean. 
Mr. Cooper: 619 is the loss when property is retired from service and 
not replaced. If we abandon a piece of property we would have to adjust 
the property account by writing out the ledger value, and if the property is 


not replaced‘*the loss is a charge to surplus and not to operating expenses. 


Hon. Mr. Stevens: And the adjustment of the land surplus account is 
referred to on page 9 of the President’s report? 

Mr. Coorrr: The major adjustment creating that charge of $6,500,000 
was in connection with certain land grants which the Canadian Northern Com- 
pany considered it was entitled to receive from the provinces of Ontario and 
Quebec. Our balance sheets formerly carried a foot note that the title to these 
lands was questioned by the Ontario and Quebec governments. As I under- 


stand it, when the government took control of the Canadian Northern, the 


provinces claimed that these land grants should not be included, and we have 
‘been carrying them as assets. On the advice of our legal department in 1928 
we wrote them off in view of the fact that we were told we could not expect to 
receive them—could not expect.to receive the patents for the land grants. 

Mr. Geary: So you have given up any claim? 

Sir Henry THorRNTON: We have not given up any claim, but for account- 
ing purposes we have written them off. 
Mr. Geary: You are not carrying them anywhere? 

Mr. Cooper: No. 

Mr. Hanson: The effect is a practical release of the provinces from all 


| liability of every character? 


Sir Henry THornton: I would not go that far. That is a question upon 
which I would not want to make any admission excepting upon advice of 


‘counsel. 


Mr. Hanson: In working it out, it seems to me the provinces are being 
released from everything step by step, and year by year. 
- Mr. Henry: The lands had not been chosen, and the provinces were 
testing the right of the National railway to get them. 
Mr. Geary: I think you could call it a wash-out. 
Hon. Mr. Dunntnc: I am not calling it any names at all. 
Mr. Cooper: Account 603 “Profit on road and equipment sold’, account 


605, “Unrefundable overcharges”, account 606, “Donations”. 


Mr. Gray: What is that? Is that the Chrismas tree to which Sir Henry 
referred? 

Mr. Coorer: When,a siding is constructed for an industry the usual 
practice is for the trader to advance the perishable cost, such as labour, ties, 
erading and things of that nature. The railway company furnishes the non- 
perishable material, such as steel, rails and fastenings, on a rental basis. 
Where a portion of the siding is constructed within the company’s right of 


- way, the company claims ownership in that siding although a portion of the 


cost had been advanced by the trader. Therefore, we make an entry charging 
the entire value to our investment account,’ and we credit the amount of that 


investment contributed by the trader to the Profit and Loss account as a 


donation. 
Hon. Mr. Dunninc: A donation to the company ? 
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Mr. Cooper: _ Yes. : : 
Mr. Geary: You get certain revenues which go Be the trader's Ewa 
liability? See 
Mr. Hanson: You get more than that; you get the annual Sea tor 3 
the industry. : ee 
Mr. Cooper: We get the rent for the use of our rails and fastenings. 
The CHArRMAN: And also the land, when it is used. | 
Mr. Cooper: We do not charge the trader rent for the land. ae 
Mr. Henry: 5ix per cent of the value of the material which the company — 
supplies. me “ 
Mr. Geary: ‘They charge for moving cars over that siding. : 
Mr. Cooper: There would be a regular switching charge. — ee 
Mr. Geary: They are in your agreement. 


Mr. Coorer: I think what vou probably have in mind is that where the 
trader would advance the cost of the siding, it would be pap to him on a 
car basis. 


Mr. Geary: That is not the sort of thing to which you are referring? 


git behets 52% 


Mr. Cooper: No. This is where the cost is paid by the trader, and he has 
no recourse against that. ‘The purpase is to put it into the investment account 
so that the investment account will include everything we have. Le : 
Mr. Hanson: He does not get it back? iS , : 3 
Mr. Cooper: No. Bee 


Mr. Cantiry: Would it not be ae to describe it as a contribution? 

Mr. Cooper: We use the regular forms of income and profit and loss 
contained in the Inter-State Commerce Commission regulations. “Con- — 
tributions” is all right, but the classification says “Donations,” sO we use the 
word ‘Donations’. 

Mr. Hanson: In the event of the industry falling down, you make an 
adjustment. | = 
Mr. Coorer: If the siding were taken up we would have to write it out 
of the property account. | : 3 
Mr. Geary: If a man chooses to spend money in that way, he cannot get. tas 
it back? ae 
Mr. Coorer: No. Account 607 2 ee Credits and Debits net.” 
Mr. Hanson: What is that? 

(After a statement by Mr. Cooper.) 

Hon. Mr. Stevens: Put it in the record simply that a portion: of this is 
an adjustment of certain securities bought out of sinking fund. aa 

Mr. Cooper: We have a credit of $2,092,000 from the writing up of the: 5-3 
stock: of the Detroit and Toledo Shore Line. We have $714,000 par value; we 
were carrying it in our accounts at $50,000, and we wrote it up to three times ‘s a 
par value. 

Hon. Mr. Stevens: Why? 


Sir Henry THornton: Because the proprietors of the railway which iS 
jointly owned by ourselves and some other railways decided that _the earning 7 
value of the property justified writing it up to that amount. Ee: 

Mr. Henry: It was approved by the Inter-State Commerce Commission? _ 

Mr. Cooper: Yes; it was really done to make our balance sheet position 
now before the Commission of the Grand Trunk Western Consolidation properly : 
reflect the situation. $2,092,000 is the Shore Line stock. 


= 
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_ -Mr. Geary: Any other items in that? 
~ +. Mr. Coorzr: Another .item is $387,000 which was-the capital stock of the 
‘Toledo Terminal Railway Company. 
‘Hon. Mr. Stevens: The same thing? 

~~ Mr. Coorer: Yes. We have another item of $227,000, and then an item of 
$625,000 which was the amount carried in accounts 779 and 780 on the balance 
sheet, and which we moved down to account 784. This also was done in con- 
nection with the presentation of our Grand Trunk Western situation before 
_ the Commission. The purpose was to prepare a balance sheet which would 
properly show the situation to-day, and the things which we did were Aone 
with the approval of the accounting officials of the Commission. 
Mr. Geary: That would be a charge in this particular account? 

Mr. Coorer: No, these are credits. 
Mr. Geary: That means a writing up of that item. 

Mr. Coorsr: In respect to the Shore Line stock and the Toledo Terminal 
stock it would involve the writing up of account 706, and the corresponding 
~_eredit to account 784. In respect to the other items it meant the transfers from 
accounts 779 and 780 to account 784. 
--- -‘Mr: Geary: It is a credit then to the Profit and Loss account. 


~~ Mr. Coorer: Why certainly it is. 

_ Mr. Geary: And a charge to the other two? 

~~ .Mr. Coorrr: Yes, you can describe it that way. To put it accurately, it 

is a transfer to Free Surplus of surplus which had been appropriated for invest- 

_ ment in physical property and for debt redemption. 

| Mr.-Gueany: JI think I have it in my own way. 

=. ~ Sir Henry THornton: You describe it accurately, and Mr. Cooper de- 

-_ seribes it technically. 

Ae Hon. Mr. Stevens: It only brings forward the necessity of carrying out 
- what Sir Henry mentioned the other day that he had in his mind and had been 

~ working on, namely, the revaluation of the whole financial structure. In other 

words, this main item of $278,000,000 in this case has been written up, whereas 

we know there is contained in that some items which should be written down, 

and it is rather.desirable that that adjustment should be made ag early as pos- 

gible. I was hoping we might have had something from Sir Henry this year. 

is Sir Henry THorNToN: That statement will excite nothing but applause 

~ from this side of the table. 

| Mr. Grary: We can divide-the applause amongst different items. 

2 Sir Henry THorntToN: Then we will have a continuous symphony. 

-.. Mr.-Grary: I hope it will not be a discord. Roughly speaking, how is 

_ that made up, Mr. Cooper? 

Mr. Coorrr: The $472,000,000? 
Mr. Geary: Is it the general government advance? 

ce Mr. Coopmr: 278,900,000 of that is interest accrued in favour of the 

government. 

Mr. Geary: That is on the credit side of your balance sheets?” 

Mr. Cooprr: Yes, and the balance is the excess of fixed charges over oper- 

ating income over a period of years for all the companies. It is the accumulated 

deficit of the Canadian Northern, the accumulated deficit of the Grand Trunk, 

the Grand Trunk Pacific and all subsidiary companies, and. the results of the 

Canadian Government Railways from the date they were transferred to the 

Canadian National for management and operation. 


— 
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Mr. Geary: You have it as from the time you took over? Se 
Mr. Cooper: Yes. The books constitute a proper historical reco. 
continuous operation. Nett 
Sir Henry THorRNTON: We took those as we found them. 
Mr. Cooper: Mr. Matthews was speaking of the position of Toue ; 
Company as auditors, but we are the successors of these corporations and ~ 
simply continued” their records. We did not commence a new set of books, 
Mr. Geary: You accepted them as stated by the company as of January 
1923? You did not change those pres figures? 
Mr. Cooper: No. 
Hon. Mr. DunNNING: We are.stil! those companies. 
Mr. Geary: I was wondering if you had gone into the bookkeeping before 
that. 
Hon. Mr. Dunnine: The date the present éoeahivation took onLrOL 3 
the original private owners goes back to 1919, but there has been a continilous 
company record. 
Mr. Grary: Which you have controlled since , that time. 
Sir Henry THornton: I think Colonel Geary is right there. , 
Mr. Grary: You do not admit the correctness nor have you anything 2 
do with the correctness of the books as you found them? ye 
Mr. Cooper: No. I think it is a correct statement. Neither in ene invést- = 


ment in property accounts nor in the corporate surplus account could we se 
as to their correctness. 


Mr. McLran (M elfort) : 
roads? 3 ee 
Mr. Cooper: It includes the accumulated deficits of those companies righ be 
back to_their inception. Me ie Bet eh re 
Hon. Mr. Stevens: With the exception of the I.C.R. 
Mr. Cooper: Yes. | 
Hon. Mr. Dunnine: The companies are still hore. We are merely managin 
them now instead of the people who formerly managed them. 
Mr. Geary: That will come in in the reconstruction? — cay 
Hon. Mr. DunNING: Yes, it is a big part of the problem. ee 


Sir Henry THornton: The big part of the problem in develon ne our : iM 
proposed financial structure was the investigation of this very thing, and 


finding out what the actual financial positions of those constituent SORA nie 
were, i 


Hon. Mr. Stevens: Mr. Chairman, the Minister (Hon. Mr. Duta r ) 
mentioned the other day that he felt we should not discuss this questio 0: 
financial reconstruction because of the action of certain old Grand Trunk sh: e- 
holders. Naturally I do not want to embarrass the Minister, but would t vi 
seriously interfere with proceeding with the matter? int. 

(After a statement by Hon. Mr. Dunning.) 


Hon. Mr. Dunnine: Owing to certain pending litigation it is inadvisa e 
to discuss the question at this time. 


The CHAIRMAN: We have already discussed items 501 and 531 ; In 1 the ane 
for the operating expenses. We might go on from there, 

Mr. Cooprr: Account 532 “Railway tax accruals”, 

Hon Mr. Stevens: What are those, briefly —in general terms? 

Mr. Cooper: Provincial, municipal and state taxes. “ 
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Hon. Mr. Stevens: On real estate, and so forth? 

Mr. Cooprr: On the physical property of the company. 

Mr. Geary: Accrued, but not due. 

Mr. Coormr: Some are paid, and some are accrued. In Canada, most of the 
taxes_are paid; in the States they are acerued, That is a charge to the 1928 


income account—the liabilities for unpaid taxes you will find in item 771 on page 


15. 

Hon. Mr. Stevens: Why do you use the word “accruals” there instead of the 
bald statement “railway taxes”? It implies that it is an adjustment, as you adjust 
interest not yet due. These are paid, are they not? 

Mr. Coorrr: I will.put it this way: the total charge to income during the 
year was $4,998,000, of which $1,772,000 had not been paid at December 31st. 
_ Mr. Gary: It is railway taxes paid and accrued. | 

Mr. Coopmre: Yes. The entire income account is on the accrual basis, not on 
a cash basis. : 

Mr. Hanson: And covers the total liabilities for the period. 

Mr. Cooper: The earning and expenses for the year. 

Mr. McLean (Melfort): When are those taxes payable? 

Mr. Cooper: This item of $1,772,000 is chiefly in the States; it becomes 


) payable around the first-of May. 


Mr. Geary: This is the appropriation up to December 31st? 
Mr. Cooprr: It is the appropriation of taxes chargeable to the 1928 income 


-aecount. 


Mr. Geary: You do not compute that on a per diem basis, but take the whole 
sum as assessed and levied on you. 

Mr. Cooprr: We estimate what our taxes will be and charge it to income 
month by month. At the end of the year we find out what our unpaid taxes are, 
and we adjust the income account to that basis. 

Mr. Hanson: There has been an agitation in some municipalities in the 
maritime provinces with respect to this. The railway has not changed its policy 
with respect to that? 

Sir Henry THorntTon: No. 

Mr. Cooper: Account 533 “ Uncollectible Railway Revenues”; “ Railway 
Operating Income”; account 502 “ Revenues from Miscellaneous Operations ’’; 
account 534 “ Expenses of Miscellaneous Operations ”; and account 535 “ Taxes 
on Miscellaneous Operating Property’. ‘ Miscellaneous Operating Deficit”, 
“Total Operating Income”. Account 504 “ Rent from Locomotives”; account 
505 “Rent from Passenger Train Cars”; account 506 “Rent from Floating 
Equipment”; account 507 “Rent from Work Equipment ”. 

Hon. Mr. Stevens: Do not let us.go too fast. 

Mr. Hanson: Or ‘we will be out of a job. 

Hon. Mr. Stevens: Not only that, but it will mystify some of us fold here. 

Hon. Mr. Dunwine: Impossible. 

Mr. Coorrer: 502 are the revenues from our different hotels; 584 the ex- 
penses, and 535 the taxes against the hotel properties. 

Mr. Hanson: This shows the deficits in italics. 

Mr. Coorrr: $133,545.89 is loss, and the primcipal reason for that loss is 
the charge to the Chateau Laurier operations of some $200,000 in connection 
with the cost of alterations. 

: ce Hanson: Does that take into account interest on capital invested in — 
hotels! ; 


e 
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Sir Henry THornton: No. ee aes 
Mr. Hanson: Just simply Soa ee 
Mr. Cooper: Yes. - : oes 
Hon. Mr. Srevens: Is it in order to ask what the Be ee to the 2 Ch eal 
will cost to date? So cee 
Sir Henry THorNntToN: I cannot give that offhand. ee eee ay 
Hon. Mr. Stevens: Could we have that to-morrow, seeciee with the total 
cost of finishing, including furnishings. - | 
Mr. McLean (Melfort): Mr. Cooper, would you explain die. $200, 000 
charged to the Chateau for alterations, before we can use it? 
Mr. Cooprr: Yes. The architects were-asked to make an cose of ae 
proportion of the gross expenditures which would be chargeable to operation, — 
as representing property retired, in connection with the alterations, and the 
eost of moving furnishings and equipment and things of that sort from one 
ee to another. They gave us an estimate of $600,000, and they teld us 
that $200,000 of that had been ine urred up to December dist, sO we charged 
ee the hotel operations $200,000. aie og 
Mr. McLean (Melfort): None of that is shaesd to. new cpa cost?” 
Mr. Coorer: No. Of the cost of the alterations of the Chateau we expec 
to absorb $600,000 in our operating account. ~ ss = 
Mr. McLean (Melfort): Tf it had not been for that, you would have shown 
a profit? 
Mr. Cooper: Apart fret that we would have had a profit, op $67, 000, as 
compared with a loss of $12,000 in 1927. ae 
Sir Henry THorNTON: We will give you that statement to-morrow. 
Hon. Mr. Srevens: Give the number of additional revenue rooms een 
The CHAIRMAN: Items 504, 505, 506 and 507. Item 508 “ Joint facility, 
rent income’ ) ins 
Mr. Te What is that item for? | aie 
Mr. Coorrr: That is the rent we receive from other carriers Ree ie | 
nate with us in the joint use of properties such as, for instances Ae. Ottawa a 
fern nal : res 
Mr. Henry: For which the National has invested the ee mee: 
Mr. Coorer: Account 509 “Income from Lease of Road”; account “OL 
“Miscellaneous Rent Income’; account 511 “ Miscellaneous Non-operating — 
Physical Property ”; account 512 “ Separately Operated Properties @Prene a 
account 513 “ Dividend Income”; account 514 “ Income from Funded Secu 
ties”; account 515 “Income from Unfunded Securities and Accounts ”. 
Of this latter $607,000 is interest on bank balances; $426, 000 is in 
during construction on capital expenditures—those are the two principal ite 
in the account. = 
Item 516 ‘‘ Income from Sinking and other ‘Reserve Funds ” ‘ D1ost “ 
cellaneous Income”; 536 “ Hire of Freight Cars—Debit Balance ”. - 
Hon. Mr. Srevens: Give us a brief general description of thee. iter 
Mr. Cooper: That is the per diem we paid foreign lines for their car 


on foreign lines. In 1928 we had an increase of 3,293, 000,000 net ton le 
In 1927 we handled 466 net ton miles per car days, and theoretically rould 
have required 7,066,000 car ‘days to handle the additional tonnage of 1928 
This at a per diem of $1 per car per day would have increased the adverse pe 
diem balance by $7,066,000. Economies were effected by improved tran 
portation methods resulting in heavier loadings and Giloker movements; 
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: average car fesdine was increased from 24-80 to 25-32 tons, and the average 
miles per car day increased from 28-8 to 30°5. ‘The result has been to increase 
the net ton miles per car day from 466 to 510, and we calculated with that 
reduced theoretical adverse per diem balance we could have exceeded by 
— $4,693,000— 

Hon. Mr. Srevens: In other words, while it increased $2, 200,000 it might 
_ have on that theoretical basis increased $7,000,000. 

a Sir Henry Tuornton: Had the transportation performance not been 
improved that would have been the case. 


‘ages Hon. Mr. Strvens: Coming back to what I asked you the other day, it 
. 3 ~ does seem like a striking increase in the use of foreign cars. 


Sir Henry THornton: No doubt about that. 


Hon. Mr. Stevens: The point which agitates my mind is this; I recall very 
well about 1919 or 1920 there were very strenuous efforts made by ‘United States 
companies to get back their cars owing to the shortage which accrued on their 
~ ownroads. Assuming that such an event occurred again would not the National 
Seles trailway find itself very seriously handicapped by the withdrawal of those cars? 


Sir Henry THornron: Undoubtedly, Mr. Stevens. If we were unable 

- to rely upon foreign lines for the use of equipment, such as we did last year, 
we would find ourselves seriously embarrassed. On the other hand we feel that 
oe 4 ‘the risk is not, sufficient to justify equipping the railway with sufficient cars to 
take care of the seasonal movement, having regard for the fact that a very large 
proportion of those cars would be idle the rest of the year. It is entirely a 
matter of judgment. 

Mr. Geary: You do not build up to your peak? 
Se Sir Henry Tuornton: No, and I do not believe any industry is really 
hi justified in taking care of the seasonal and periodical peak conditions in their 
-_ business. 
Mr. Henry: I might add to what Sir Henry has said by saying that the 
& peak conditions in Canada do not synchronize with those in the United States, 
and therefore there is an opportunity of using the cars. The circumstance to 
pe which Mr. Stevens referred related to a condition following the close of the war 
when there was a shortage of equipment all over. That has been largely cured 
in the United States; they have all the necessary equipment now. 
a Sir Henry Tuorntron: And it is only fair to remember also that the 
demand for equipment resulted from an extraordinarily big crop last ooah 
Ee which was somewhat exceptional. : 
Hon. Mr. Srevens: Let me put it this way: to capitalize the $2,200, 000, 

__which, was the increase over last year in this form of service, would give you 
oo $40,000,000 at 5 per cent. 

oF Hon. Mr. Dunning: But you have to pay interest on it every year. 


— Hon. Mr. Stevens: That would give you 14.000 new cars. 
, Mr. Henry: I do not think your figures are quite pone You are figuring 
$1 a day. 


Hon. Mr. Srevens: No, I am taking what you paid out in excess this year 
over last year, $2,200,000. If you capitalize that, it will give you more than 
- $40,000,000 at 5 per cent. 

“Mr. Henry: That is on the basis of $1 a "day. The fact is that the whole 
of the dollar is not represented by capital; I think it is about 60 cents. 

Hon. Mr. Srmvens: You paid out that amount. I do not care what you 


paid per diem; you paid: $2,200,000 in excess of what was paid last year for 
that service. 


: ee Ng hme pp 
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Mr. Hexry: You are wrong in the conclusion that you would have to have | 
$40,000,000 worth of equipment to offset that. J Ba 
Hon. Mr. Srrvens: It would provide for that, but you could capitalize | 
it, and if you take that capital you could provide the very best modern freight 
cars—about 15,000 or 16,000 of them. . wns gi 
Sir Henry THornron: Mr. Stevens means that instead of paying that — 
excess per diem the thing to do is to pay it as interest on equipment purchase 
as far as it will go. ae Kore ee 
Hon. Mr. Strvens: The point at issue is whether or not that is an extra 
vagant way of doing business. If you will permit me to digress for a moment 
what is your total number of freight cars? 


Mr. Henry: About 118,000 or 119,000. i . . : pie 

Hon. Mr. Srevens: You could add, say, 5,000 and probably save a great 
deal of money in that way. Bere Mg cats 

Mr. Geary: You would have to charge a depreciation on the cars. oon 

Sir Henry TuHornton: That includes certain charges on the liability side — ie 
as well. We are strengthening our equipment in quality and character as well — a 
as numbers year by year. It has to be done with caution and with prudence and = 
with reasonable regard for the company’s general financial position. The real oe 
answer to your question is that in the opinion of the operating officers and __ : 
myself we consider, having had regard for all the circumstances, that this is the 
prudent thing to do. There may be a difference of opinion, but this is what we 
think is a prudent thing to do. : 

Hon. Mr. Stevens: In order to get these figures quite clear on the record, om 
What is the gross total amount paid out for the hire of freight cars last year eam 
This (indicating) gives you a debit balance of $5,800,000. That represents the aa 
amount In excess you paid out over what you received for the hire of your cars 
from other roads. That is correct? ! Rett 

Mr. Cooper: Yes. 


Hon. Mr. Stevens: It means that an enormous number of foreign cars are 
being used? } a 2 
Mr. FarrweatHeR: Approximately $13,000,000 paid out, and approximately 
$7,000,000 received. These figures will not agree with the income account, 
because the income account, as Mr. Cooper has said, is on the accrual basis, and © 
these happen to be on the monthly basis. i 


Hon. Mr. Srrvens: They are very close. Youir difference is $6,000,000 and 
this is $5,800,000, so to all intents and purposes it is the same, a 
Hon. Mr. Dunnine: That means that other railroads paid us when we had 
cars to spare within a measureable distance of what we paid them. ee 
Hon. Mr. Stavens: No, that is not the point I am making. You paid out 
$13,000,000 and received $7,500,000. Sie 7 
Hon. Mr. Dunning: The point I am making is that there must have been 
a period during the year when we could let them have a large number of our - 


age 


cars. 


Mr. Hanson: That is a constant factor. They are using some of Pieris a 
cars all the time, but then the actual cash is $5,000,000, and the $2,000,000 — 
accruing makes approximately $7,000,000. co hr 

Sir Henry THornton: We figure that it costs us 95 cents a day to own a_ 
car, and $1 a day to rent one. ee 

Mr. Hanson: Are they as close as that? os eee 

Mr. McLman (Melfort): The information I should have in order to juc 
of this would be as to the number of days during which you paid rental for : 
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ee ‘ears. For instance, if you had 100,000 cars—or any number—for a few days it 


would not pay to build them, but if you had them in use over a period of six 


— 


— 


question. It is not an easy thing unless you have lived in the atmosphere of rail- 
roading to understand just what this per diem means. All I can say is that the 
technical officers and myself who have studied the question believe, having 


months, it probably would. ? 
Sir Henry TuHornton: You have opened quite a technical transportation 


regard to all the circumstances, that we are doing the prudent thing. There is 
‘no doubt about it but what as the years go by we will build up our equipment 
both in the number of cars and their character, but all those things cannot be 
done in a year, or in a few years. It has to be a general upbuilding. 

Hon. Mr. Stevens: What do you inelude in the 95 cents? 

. Mr. Cooper: Maintenance, 39 cents; replacement 15 cents; taxes, 4 cents; 
‘interest 234 cents, and other allowances, 12 cents. : 

Hon. Mr. Stevens: Forty-three cents of that amount you would have to 
pay on your hired cars, because you have to keep them in repair and pay the 
taxes, so it would not be 95 cents as against $1, because your $1 is increased by 
the maintenance of the car. 

Mr. Goorer: The cost of maintaining a hired car is charged back to the 
owner. 


Hon. Mr. STEvENS: Do you mean to say that you do not oil the cars, and 


4 so forth? 


Mr. Cooper: Running repairs, yes, but they are a very small proportion of 
the maintenance of the car. The main repair cost of a hired car is charged back 
to the owner, because the $1 which he receives compensates him for that. 


Hon. Mr. Stevens: I can understand it for what we may call major opera- 


_ tions only, but in the daily running expenses it would be— 


} ay 


- per cent owner’s defects and 5 per cent running repairs. 
a, 2 


. 
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Mr. Cooper: No; I was told at one time that repairs would be divided 95 


Mr. Hanson: Is it the invariable custom that all repairs are paid by the 
owners? Consider a case on the Transcontinental where they had a wreck 
near McGillivray Junction within the last six months where there were a num- 
bér of foreign cars damaged, and the damage must have amounted to thousands 


>of dollars. 


Mr. Coorer: If we wreck a foreign line car, of course we have to pay for it. 

The $1 includes repairs, replacements, taxes, interest, and one or two other 
elements. a 

Mr. McLean (Melfort): If might clear the matter to a certain extent uf 
we could get the number and classes of cars required for a short period—for a 
seasonal rush. Ho 

Sir Henry THORNTON: We can get that for you. 

Mr, Geary: Have you a demand for cars by foreign roads which at times 
you cannot supply? Have you not had more times when you could not be sure 
of renting them? x 

Sir Henry THORNTON: It depends entirely on circumstances. 

Mr. Henry: Probably I can explain what you have in mind. In Canada 
the peak occurs from about the 15th of September until the 15th of December, 
and at that time we require about 25 per cent more cars than the average, but 
only for that period. Now, if we would invest in the total number of cars 
required to take care of that maximum peak, we would have to find other work 
for them to do some place else, and probably we could not find it. 

Hon. Mr. Srevens: I would not like to let the Committee have the im- 
pression that I am not aware of all that, but I am calling attention to the fact 
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that this year we have $2,200,000 above what it was last year, and + a look 
for the justification of that excess. I quite understand that you have 
season and must get extra rolling stock and it is good to get foreign rolling: 
for that period. I rather imagine the American roads are at wine looking f 
quite a bit of extra stock for the same purpose. 

Sir Henry THorRNTON: They are very glad to let us have cars when the 
cannot use them themselves. 

Mr. Hanson: The net amount paid is a huge ie ae 500, 000 actua 
paid. 

Sir Henry THornton: Of course, a great deal of this depends on th 
balance of international traffic. We set a very large number of American cars 
which come to us loaded, and we try to send them back loaded. It bea be 
foolish to send them back empty if we could load them. a : 

Hon. Mr. STeveNs: You hang on to them until they are loaded? 

~Sir Henry THORNTON: Every road does. 

Mr. McLean (Melfort): What part of this $2,200,000 is face to he num 
ber of American cars loaded, upon which rental has been paid until ey could” ; 
be sent back loaded. ee 

Be Henry THORNTON: oe a good Ds 


empty. . 
Mr. Geary: How do you keep track of a freight car? It is lie looki B 
for a needle in a haystack. a 
Mr, Henry: They have a record of every car. 
Mr. Grary: One of your cars may be in Texas. 
Mr. Henry: Absolutely. 
Sir Henry THornton: I saw one in Mexico. 
Mr. Geary: You won't get that back; it is probably armoured by now. 
Do not these cars ever get lost? me 
Mr. Henry: There is another instance I might mention. ‘This per he 
includes the rental for private cars as well, and even with everything else taken 
into account, you would still have over $2,000,000 of an adverse Dee diem. 
balance by virtue of that one thing alone. — ee 
Mr. Hanson: I thought you had a whole battery of private cars. 
Mr. Henry: I mean private freight cars such as special eine al 
which come eee on a ae basis. ae oe 


Sir gee THORMION! ? 
all due respect to you, Colonel Cantley, that phrase 2 a little oe : 


Mr. ENTE If on had ample See 


is thes institutions a are tae to go fn a taxing ae for the purpose of raisi 
money have a tendency to overequip, as being the easiest thing for the m 
agement to do. I have had to go into this thing with respect to furtl 
equipment loans, and I think this whole discussion is rather a compliment t 
the management. Naturally I take their view of it ‘as we examine it from tim 
to time, and I rather think they give every indication of watching cl ely” 
from the point of view of the economics of this particular system, having 
regard to the fact that they can come to the government to get nO 


ise 
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Sir Henry THornton: Consider a road like the Pennsylvania. Its gross 


earnings are $600,000,000 a year and its net earnings are over $100,000 000. 


There is a railway with very ample funds, and with a very large margin 
between their financial requirements and their available funds. Such a rail- 
way would undoubtedly be more liberal in the purchase of equipment, and 
would not be under the same necessity of watching every penny as are we, 
and would probably have, even if you took into regard the traffic requirements, 


more cars per mile than we have. It all comes down to the consideration of 


_ the circumstances which confront you, coupled with technical knowledge and 


business prudence, and there is no formula which will tell you precicely what 
to do. It has got to be the exercise of judgment on the part of those who are 


Re % Becca to know something about the business, and that is about all one can 


‘gay of it. 
Mr. Cantury: You have a considerable number of wooden cars which are 


out of date. Some of them I feel very strongly are a menace to the operation 


of the road. I take it that if you had ample credit or ample funds you would 
_ put them out of service faster than you are doing and replace them with modern 
equipment. 

Sir Henry THornton: Affluence is no excuse for extravagance, and if we 
were affluent I would still proceed with the same prudence, and I hope judg- 


~ ment upon which we are proceeding now. 


Mr. Cantiry: I hope you would proceed a little faster. 


Sir Henry THorNtoN: We might. I instanced the case of the Pennsyl- 
vania railroad with ample funds: they could be more liberal than we are justi- 


== -dfied).in being. 


’ Mr. Geary: They would scrap them quicker? 
Sir Henry THORNTON: Probably. 
— Mr. Geary: I do not want to belittle Colonel Cantley, but have you any 


ears which are a menace to operation? 


Sir Henry THornton: I think that is too forceful a way of expressing it. 
Mr. Cantury: You have wooden cars fifteen years old and more which 


Ee should be put out of service. 


Sir Henry THornton: Some of them are doing very good service. If 
~ Colonel Cantley makes the statement that any portion of our equipment is a 
menace to the railway, I would say that it is not. 


Mr. Cantey: It is my opinion that there is equipment which should be 


retired. 


Sir Henry THornton: That may be, but it is not mine. There are a 


lot of things on this railroad I should dearly love to do which involve the 
expenditure of money. There is nothing a railroad officer likes to see more than 


a fine rock-ballasted railway, with one hundred and thirty pound rails, auto- 
matic signals, the best locomotives, and the best cars. It is a delight to look 
at that sort of thing, but we have to consider other things as well. 


Mr. Geary: Are you running cars which are economically wasteful which 
you would like to replace, from a dollars and cents standpoint? That ig until 
. you get your equipment? 

_Mr. Cooprr: Yes. 


Mr. Geary: The last few years in the life of a car probably costing 


altogether too much? 


Sir Henry THORNTON: Oh, yes. 
— The CHatrmMsan: Number 537. 
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Mr. Cooper: 537, Rent for Locomotives; 538, Rent for Passenge 
Gars; 539, Rent for floating equipment; 540, Rent for work equipment; 
Joint facility rents; 542, Rent for leased roads; 543, Miscellaneous rents. 
Mr. Geary: You lease roads or running rights to the Canadian P ike ; 
Railway, such as from Toronto to Hamilton? eg Se + 
Mr. Coorsr: That is Joint facility rent income. That would be 508. 
Mr. Geary: This Joint facility rent? Se ee 
Mr. Cooper: This is a debit account, where we pay rent to another. _ 
Mr. Guary: You are just about paying as much as you are receiving on 
that? eran o oe. 
Hon. Mr. Dunnine: About $25,000 less. : ee 
Mr. Coorrr: 542, Rent for leased roads; 548, Miscellaneous rents; 544, 
Miscellaneous tax accruals; 540, Separately operated properties—Loss; 646, 
Interest on funded debt. : Be eae a 
Hon. Mr. Srevens: Just on that 
Mr. Geary: The next is the important item. : | ne 
Hon. Mr. Stevens: On this item of funded debt, on pages 28 and 29 we 
have the funded debt set forth. I have not had the time to go through that and 
check it up very carefully, but could we have a statement, Sir Henry, to-morro 
_J think it could be given to us very readily—of the securities that have bee 
issued and sold, say, during the time since you took hold, and the amounts paid, 
refinanced or paid off—the maturing securities paid: off and the new issues? 
Sir Henry THornton: What you really want, I take it, is the change i 
the capital position since 1923? ae 
Hon. Mr. Srevens: Yes, but shown in that way, the total amount issued 
and the total amount paid off, leaving, of course, the increase which would 


show, say over the period of this balance sheet. That is 1923, isitnot? — 
Hon. Mr. Cooper: Yes. | ee ie 
Hon, Mr. Stevens: I notice there are some short issues which have best 


issued and paid off, and so on, and we might have that. | 
Sir Henry THorNToN: You understand what Mr. Stevens wants? 


Mr. Coorrr: Yes, we will have that. eis 

Sir Henry THorNtTon: Of course, when the various properties which n 
compose the Canadian National Railway system were consolidated under one 
central administration, we found ourselves confronted with a number of differen: 
properties, most of which had not been. built for the purpose of creating on 
complete unit, but had been built without any regard one for the other, an 
generally for the purpose of competing one with the other. In some cases thos 
properties were, from the physical point of view, incomplete; and in m 
other cases the facilities were badly arranged and insufficient, not in-so far 
those properties themselves were concerned, but in so far as each one had 
effect. upon a co-operative whole. Also there was this very question of ec 
ment that we are discussing; I mean locomotives, box-cars, sleeping cars al 
equipment generally. Now the great problem that confronted us was to arra 
to provide such facilities as would permit those discordant parts to operate as 
one, each part more or less in accord with the other. That involved necessarily. 
very considerable additions to capital, as one can easily see. Take, for insta 
this one question of rock ballast and heavier rail on our lines between Mont 
and Chicago. We have been pursuing a consistent policy, an increasingly vig 
ous policy, to as rapidly as possible equip that part of the railway with s 
ballast, automatic signals and heavier rail, a large part of which must 
sarily go to capital. | ees 
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=. 1 want the Committee to understand that when the various constituent 
parts which go to make up this system were handed to us they were discordant 
and had to be brought into co-ordination one with the other to become what I 
would describe as a unit. 
im There was a large number of wooden trestles which had to be taken up. Not 
only that, but in most of the cases they had outlived their usefulness and had 
_ deteriorated so that. they had to be renewed, and also because heavier power 
= had to be used... 3 
ie I do not want this Committee to go away with the idea that when the 
_ system was handed over to us we were handed a complete railway. We were 
handed a very discordant number of parts, a railway which was insufficient in 
many ways in its railways and traffic. All that involved a good deal of money 
to put the railway into an efficient position. And the answer as to whether that 
was wise or not is found in the increasing net earnings, which have increased 
from. $3,000,000 for 1922 to over $58,000,000 last year. 
S Mr. Geary: A good deal of that had been done before you came. 
see: Sir Henry THornton: The work had commenced, and some of it had 
been done; and during the intervening six years we proceeded with it with 
greater vigour than those who preceded us had been able to pursue it. And then 
again the great advantage was that it was all under one administration, instead 
of two, as it was before. : 
Mr. Geary: You also had to incorporate in one system some lines which 
were built to compete with each other? 2 
Sip Henry Tuornron: That was the great trouble. When these railways 
-_-were built to compete one with the other, we found a duplication of facilities 
and, in other cases, facilities which were badly arranged for consolidating pur~ - 
poses. Unless a person really had lived with this, as I have lived with it and as 
the various officers of the company have lived with it for the past six years, I 
do not think anybody really will appreciate what an extremely difficult matter 
it was to unravel the whole thing and put it into such a shape that it will be in. 
harmony instead of in discord. | 
—_. Mr. Geary: How many miles of track have you had to take up? 
ae Sir Henry THORNTON: We have had to take parts of one line and put it 
with another line, so as to get a minimum grade or an improvement in align- 
ment. 
PO aa Mr. Geary: The Toronto and Eastern, was there not steel laid on that? 
Sir Henry THorNton: Yes, we took up part of that. 
Mr. Geary: What became of that right of way? 
Sir Henry THORNTON: We still have got it. 
Mr. Geary: You cannot use it, I suppose? 
ae Mr. Coorer: The Oshawa Street Railway is using part of it. 
‘Sir Henry THoRNTON: The railways, as we took them over, were like an 
orchestra, with each instrument playing its own tune independently of the 
- others; and we are trying to get harmony out of the whole. 
-__-Hon. M. Stevens: You ought to be complimented upon the way in which 
you have got harmony out of your organization. 
~ Sir Henry Toornton: If anyone is to be complimented it is the orchestra 
‘upon the way in which they have responded. - 
es: The CHAIRMAN: Iten 546A. 
-= ~ Mr. Cooper: 546A, Interest on Dominion Government Advances. 
Mr. Geary: That is a little less. 
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Mr. Coorer: About $9,000 odd, $9,664. 

Mr. Grary: That does not remain constant? | i 

Hon. Mr. Stevens: In last year’s statement there is a discrepancy in the 
figures. In the last year’s statement, December 31, 1927, it shows $32,190,648. 
In here for December 31, 1927, it shows $31,891,966. How does that come? =k 

Mr. Cooper: That is the published 1927 statement included in the Cana- 
dian National, six months of the Eastern Lines, whereas we take out, for com- 
parative purposes in 1928 the Eastern Lines for the full twelve months. And 
that answers Colonel Geary’s question, that the interest charged on the Eastern: 
Lines was $625,000 in 1928 as compared with $613,000 for 1927. 

Mr. Geary: That is $12,000 as against $7,000,—that does not quite explain 
it. If you will tell me that to-morrow. a3 

Mr. Hanson: There is a very substantial increase on your floating debt, 
Sir Henry? | 3 | | 

Mr. Coorer: Interest on unfunded debt. That is interest on temporary 
loans from the Dominion Government, $835,000; interest on temporary loans 
from the Dominion Government on account of the Central Vermont, $227,000; 
discount on notes issued to various banks securing temporary loans, $306,000; 
interest paid to the Dillon, Reed Company, in connection with the financing 
they did of Central Vermont bonds, $110,000. : ee». 
Mr. Hanson: That does not include, then, any interest on the monies you 
borrowed from the bank? | | 

Mr. Cooper: It includes it as discount. The notes were discounted and 
we charged up $306,000 on the 1928 accounts. . 

Mr. Hanson: By the way, that temporary financing with the banks, was 
that authorized by Parliament? Part of it was for capital expenditure, instead 
of selling bonds, as I understand it. 

Hon. Mr. Dunninc: Do you mean the bank credits? 

Mr. Geary: Yes, the $40,000,000. 

Hon. Mr. Dunntnc: I cannot just at the moment answer how it was 
authorized, but I know that before it went through the necessary authorization 
would have to be secured. ; 

Mr. Geary: You would guarantee it? 

Hon. Mr. DunnincG: No, there was no guarantee. 

Mr. Cooper: All the advances were against monies appropriated by Par- 
liament. 

Mr. Hanson: And it was a matter of policy, I understand, with the rail- 
way to borrow temporarily rather than to sell long-term securities. ; 

Hon. Mr. Dunninc: Yes. In the Budget Vote this year, you will find at 


the bottom of-page 2, the following:— 


Should temporary loans be made or negotiated before the lapse of 
this appropriation either from His Majesty or other persons, guaranteed 
notes, obligations or securities may subsequently be issued under the 
provisions of the preceding paragraph of this enactment to renew, refund 
or adjust such loans, or any part thereof. | 

I could not put my finger on that at the instant, but Mr. Henry found. it. 

Mr. Hanson: I had no question that it would be authorized, but I wanted 
to know where. | 

Hon. Mr. Stevens: ‘You said, Mr. Cooper, that the borrowings from th 
banks were by notes discounted. ee the 

Mr. Cooper: Yes. 


a 


~ 


Me 
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Hon. Mr. Stevens: Will you give us a statement of that to-morrow, when 
you give us the particulars of the other loans, showing just what you received 
for the discounted notes? 


Mr. Cooper: They were discounted at the rate of 54 per cent. 
’ Hon. Mr. Stevens: For how long? 


Mr. Coorrr: Six months. They were due on April 15, and they have just 
been extended for six months. 


Hon. Mr. Dunnine: At the rate of 54 per cent per annum? 
Mr. Cooprr: Yes. 

Mr. Geary: A little more than 54 per cent? 

Mr. Cooprr: Yes, a little. 


Sir Henry THornton: A question was asked as too how many miles had 
been abandoned, and the answer is 390 miles. 


Hon. Mr. Stevens: Does that include the stretch near Edmonton? 

Sir Henry THORNTON: Yes. 

The CHAIRMAN: Item 548. 

Mr. Cooper: 548, Amortization of Discount on Funded Debt; 591, Mis- 


— cellaneous* Income Charges. Miscellaneous Appropriations of Income. ' 


Mr. Geary: Will you tell me on that discount, is there much on your 
present financing? 

Mr. Cooper: On the $35,000,000. 

‘Mr. Geary: In the last two or three years, you have issued 5 per cent 
securities, I suppose, and do you get anything near par for it now? 


Sir eee THoRNTON: You will correct me, if I am wrong, but M think it 
was about 97. 


Mr. Cooper: The $35,000,000 was issued at 94 and something. 
Sir Henry TuHornton: I can give it to you right here. There was 


- $65,000,000 issued at 43 per cent, 30 year Gold Bonds, at 97-02. 


Mr. Geary: Do you know at what those reached the public? 

Sir Henry THorNTonN: Yes, at 98:5. Then there were $35,000,000 40 
yon eae Bonds, 44 per cent, at 94°15. issued December 1 last year. That was 
the last. 

_ Mr. Geary: Are you making them all 44 per cent now? 

Sir Henry THornton: We have not put out anything since that. 

Mr. Geary: Of course that is a question of financing, and if you make it a 
higher rate you may get more money for it, but that is what you set up the 
Amortization for. 

Mr. McLean (Melfort): At the time you sold your bonds? 

Mr. D. C. Grant (Vice-President, Finance Dept.): The market at the 
time we put out this issue on December 1 last year of $35,000,000 was against 
us. We would have liked to put out more than that amount, but the market, 


both here and in the United States, the underwriters told us, and it proved to 
be a fact, would not take more than $35,000,000. 


Mr. McLean: Except at a price? 

Mr. Grant: Except at a price. 

Mr. McLean: What would you have had to pay? 

Sir Henry THornton: It would have gone on to nearly 6 per cent. 


Mr. Grant: I might mention, in connection with our equipment, that we 
~got tenders and the ae was s approximately 53 per cent; but that was not sold. 


_- 
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Hon. Mr. Dunnine: It should be made clear that that was not sold." ae 
Mr. Geary: What does that 43 per cent represent as an interest charge to. 
you? : 
Mr. Grant: 4.82. = i | 
Mr. Grary: I suppose if you tried to put out an issue when call money the 
other day in New York was 25 per cent you would not have got a very good 
rice. ? :, 
: Hon. Mr, Dunnine: We thought that was a very good sale. — 
Mr. Geary: I suppose I am right in this that if you got rid of all this 
government debt you would have been $7,000,000 to the good? : ; 
Mr. Cooper: Yes. Ne ag e 
Sir Henry THorNToN: Of course that is what governs the whole of it. 
Hon. Mr. Dunnine: I am looking for ideas. Do you suggest they should 
cancel that? : | ae 
Mr. Geary: No. If I knew as much as you know about it, perhaps Ts 
would. : 2a : . 
Mr. McLean: That is not actually transferred to the Government but you~ 
hold that in accounts? ) 
Mr. Cooper: That is right. = Se 
The CuarrMaN: That disposes of the Income Statement. Shall we go 
now to. Expenditures and Equipment, page 2a? 


. 


Mr. Geary: I would suggest that this would be a good place to stop. 

Sir Henry THornron: The next item 1s the Railway Operating Revenues 
and Expenses. | - a 

Mr. Geary: We have done that. “ See 

The CHatRMAN: Shall we go through the Expenditures applicable to invest- . 
ment in Road and Equipment? ie 

Mr. Geary: We either should take it up now or at another time, if ib 1s 
going to take much time. . | 

The CuairMAN: Does the Committee think we should go through the 
details on this account shown at page 23? . : | 

Mr. McLean: I think we might as well. 

The CuarrMan:. Very well, page 23. ots 

Sir Henry Tuornton: This, you understand, represents the additions to 
capital classified in the various items which you find on page 23- ae 

Mr. Geary: Yes, and a very inadequate amount for Law. You have only 
paid that unfortunate profession some $12,000. Z Pigg | 

Hon. Mr. Dunnine: I do not want to find fault with the accounting staff, — 
but if they give the impression that that is all the lawyers got last year, I want 
to dissipate that idea right now. - 

Mr. Geary: . Of course, if you buy a. piece of real estate, I suppose the 
legal expenses would go to capital account. e 

Hon. Mr. Dunninc: For the purpose of getting on, I would suggest to the 
Committee that we plan tomorrow’s work, as it 1s rather difficult to have all the © 
officers around at the one time. If we are through with this question, would 
‘+ be the desire of the Committee to take up the Merchant Marine, or to take | 
up the Estimates? Or would you desire to finish up all the accounts before 
touching the Merchant Marine? ‘ 

Mr. Geary: I think that would be better. 


» 


\ 
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‘Hon. Mr. Dunninc: Can we agree that we are through with these accounts? 
I can see no more in them myself. | 

The CuHaiRMAN: I think we have already dealt with this in our analysis, 
and we have gone through the report more carefully than we usually did in 
the past. — 

Sir Henry TuHorNton: While waiting, may I make this suggestion for the 
consideration of the Committee, in order that we may get on with some import- 
ant matters which are being held up, that the Committee authorize say 25 per 
cent of the Budget? Do you think that will be enough, Mr. Henry? | 

Hon. Mr. Dunntna: Mr, Robb does that. If there is any objection on the 
part of the Committee it may be.an important matter. Nothing has been voted 
yet for the Canadian National, and it is rather important. I do not anticipate 
any objection from any quarter for the sixth, which will bring it into line with 
“what the government will require for its own purposes, in a day or two, an addi- 
tional sixth of the Budget, $55,000,000. 

Mr. Geary: I do not think there is any need for our making any interim 
appropriation for interest. | 

Hon. Mr. Dunnine: As I understand the rule the one-twelfth or one- 
sixth, as the case may be, the general understanding is, and I do not think there 
is any written rule about it, that the proportion is that one-twelfth of the whole 
is allocated as one-twelfth of each vote. You notice that when the Chairman 
of the Committee reads the vote out he reads one-twelfth of the estimates 
which have been tabled. - 

* Mr. Geary: As far as the National Railways go, this is all one vote. 


Hon. Mr. Dunninc: Yes, $53,000,000. These estimates have been tabled 
and referred to this Committee. 


Mr. Geary: 25 per cent might cover all the money which the system 
is paying out to the public. Supposing of the $53,000,000 a quarter of it was 
the interest payable to the public, that might cover the expenses which we desire 
to look into. 


Hon. Mr. Dunninc: No, there is no separation. 
Mr. Coorer: There is no net provision in the Budget for interest. 


Mr. Powrr: All these votes are without prejudice to any objection which 
may be taken. — 


Mr. Geary: Oh, I have no objection. Do you want to have anything 
further about the Eastern Lines, Colonel? 


Mr. Cantury: No. 


Hon. Mr. Dunnine: It would not be very convenient to answer some 
questions unless the officers were here. 


Sir Henry THorNToN: Do I understand now that. you are through with 


the Canadian National Railways? 


The CuamrmMan: Yes. Will somebody move the adoption of the report? 


. Mr. Geary: Would you leave that over until tomorrow, as Mr. Stevens and 
others have taken quite an interest in it? : 


‘The Crarrman: Then we will take that up tomorrow, and also the Merchant — 
Marine estimates. We will meet tomorrow at 11. 


The Committee adjourned until Wednesday May Ist, 1929 at 11 a.m. 
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MINUTES OF PROCEEDINGS 


House oF ComMMons, 
COMMITTEE Room 375, 
WEDNESDAY, May 1, 1929. 


The Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government met at 1l a.m. Sir Eugene Fiset, the Chair- 


man, presided. 


Members present: Messrs. Cantley, Dunning, Geary, Gray, Hanson, Jelliff, 
Jenkins, McLean (Melfort), Milne, Power, Stevens. — 


In attendance: Sir Henry Thornton, President, Canadian National Rail- 
ways, with members of his staff; also Mr. R. A. C. Henry, Deputy Minister, 
and Major Anderson, of the Department of Railways and Canals. 


Sir Henry Thornton supplied answers to questions asked ait the last meet- 
ing of the Committee. 


Sir Henry Thornton made a statement in which he drew a parallel between 
the condition of the Canadian National Railways during the last few years and 
that obtaining on American railways, west of the Mississippi river, following 


the Civil War. . 


AN'NUAL REPORT OF CANADIAN NATIONAL RAILWAY SYSTEM 


On motion of Mr. Geary,— 
Resolved, That the report be Reented 


TENTH ANNUAL REFORT OF CANADIAN GOVERNMENT MERCHANT MARINE 


The report addressed to the Minister of Railways and ‘Canals, as contained 
on pages 4 and 5, was read by Sir Henry Thornton, and a general discussion 
ensued. 


At 12.55 p.m., the Committee adjourned until to-morrow, 2nd May, at 
11 a.m. 


JOHN T. DUN, 
Clerk of the Committee. 
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Housk or CoMMONS, 
COMMITTEE Room 375, 
WeEpDNESDAY, May 1, 1929. 


The Select Standing Committee on Railways and Shipping met at 11 a.m., 
the Chairman, Sir Eugene Fiset, presiding. 


The CuarRMAN: Let us come to order. I think, Sir Henry, you had a 
statement to make this morning. 


Sir Henry THorntTon: There were one or two questions asked yesterday. 
Mr. Stevens asked yesterday what securities have been issued and sold from 
January 1, 1923, to date and what maturing securities have been paid off. 
Give also the total in each case. The answer is as follows: — 


‘Total of securities issued since January 1, 1928, was $284,663 ,256.60. 

~ Total securities matured and paid off since January 1, 1923, was $102,611,- 
367.72. There also has been an, increase in sinking funds during the period of 
$13,103,218.40. 

Details of new securities and retirements of securities as follows:— 


CANADIAN NATIONAL RAILWAYS 


Detarms or New Issuzs 6 YEARS TO DECEMBER 31, 1928. 


Guaranteed Issues Date of Issue Amount of Issue 

ee MI DION he PUSE SELIES i. Grids esd sy Hare dio’o ngieoiee hae Gale we ta yo (Aug. Ist, 1923 .3..005: $22,500,000 00 

NS We) VOR PSOTIIS Sigel Wii tia ercaataricahas Hea die wave tae and oka al etenile, ulecdta aiece Rg Febs tate 1924) os. k, 50,000,000 00 

aid 42 Pie CoE ROL NO bea: deed aii Veatteaall aNEn Ce TU eta tir RAte July Ist, 1924........ 20,000,000 00 

i. Be nY COT) OlGY ONUSusus eke ei a Me uuee een ieee NN hues shal Sept. 15th, 1924...... 26,000,000 00 

me Oo ear- Gold Bonds aa okie als ee ea, Feb. 15th, 1925...... 17,000,000 00 

a)" 4276 DAVE AT SOME ONS. 2 Oud ate ae aN camel h « pie Pit Capen aie es Feb. 15th, 1925...... 18,000,000 00 

i AUS ASUS Wee GT St TG 0 be) aa tani i mi DRL Sn oll ASD Reeve Gy. Anca Ae ae July ist, LOR 65,000,000 00 

4107 ARUN Mag MECN 0 GUESS 1X9 ITM Oe ng ETD LOI Bua eal Ee Aone BEETS nk a Dec. Ist, TOZB ey ian *35,000,000 00 

: eral Upraniced Teetca Pome oN SO. ein he Ae $253, 500,000 00 

Unguaranteed Issues 

eA iipment. Lrtispoeries 6 FEA ent Gotha auth Polk ih Wen July. Ist, 1924........ 9,375,000 00 

ani Nate Realities Land (Mortgages so. wells ole aaa ds Various aca ey cule. 951,000 00 

ier 42.75 Eee TRIPISTE OC TICS ral res Cones eee Maier Ta eh TA IGS Boag May Ast, 1927. ..2..% - 15,000,000 00 
Aas 41%, First Mortgage 30 Year Sinking Fund Gold Bonds (N.T.R. 

Sram HNeS) Goce aidan ec eme ea S Nara mraAe brace Sheba Dec. 23rd,-1927...... 3,396,000 00 

Indebtedness to State of Michigan BNO UTR ae aa Nie ed a Various dates, 1928. 2,441,256 00 

Total PIAPURTAN COCR TAStOS us Geol unneuet Carla hone aly Mahan cre Naina ct Ma smare gig tee $31,163,256 60 

EVENT ORY OLN EG W> LESUES i Sern Gis Wee HCA HeCIMM Tao asa Lk tA CUAT Le AE cle $284, 663,256 60 


Fy i: a Total issue of $35,000,000 included, although $8,666,000 was not actually issued until January 38rd, 
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| ’ Sir Henry THornton: Mr. McLean (Melfort) asked what was the number 
of foreign cars on system lines and the number of system cars on foreign lines 
during the peak period. The answer is as follows:— 

‘ The maximum peak period in freight ear demand was in the fortnight 
centering on November 15. The car situation in that period was:— 


‘3 MMR LCE ME PORE VEL Ne prstisa atte 9) ie OH) Olan) eee Ya Cla lel gia’ Gr eeatiig cote moka Bebe owe lon LALO Q0 
Made up of— 
Ms Cars owned by system.. .. Sd mM svenreuum atrerctin ) LO. QaG 
4 Less owned cars on foreign lines A giPiakad SR Nc aia evr Se ah dah oy Uk SOU) 
my A 101,546 
i ice Lalsunae aa sa ste yA ouigeray Vale) ang SPW ky ae igs UAL ee ae an a RI Sa Ae VN a 38,254 
oe Da RVey RC OSA Mier slay die clot cele cvrahniy gIOPIAg Cam oink igs Phases Ara gh Wl a de) Ugg 5,020 
. : 144,820 


For the period from August 15 to December 15, car demand was above 
the average for the year. The average car situation in this period was:— 


Pea eanis OU Ie an ei Ge ee M NCO eA Mitt tia eons oui rua tt Sohne I EEO. 11S 
3 Made up of— 

is Cars owned by system.. .. SAR euizcre elaniinaizes aig epi kD ss bcs 

A Less owned cars on foreign lines PRUE NER ne Ba 17,046 

Ah 102,229 
4) Car saowNedi DM, OULCTH Val Wave) ween) Hoe ca ucin QM eu Nwea WelWl awuche 6006 
‘eo PAV aU CAL SM culate y re Uh aire tal WNT ferro abe aE Chm Man Te Tw rg tics 1 L 4,883 
Be eT 
® 140,118 


) Sir Henry THorNTon: The word “ foreign” in connection with transpor- 
_ tation means some other railway than the one under discussion. For instance, 
i) swe would regard the Canadian Pacific as a foreign railway, meaning apart from 
_ our own railway. The word “foreign” has no national significance. 
a Colonel Geary asked: How do you explain the decrease in interest on gov- 
_ ernment advances of approximately $8,000 shown in account 546A? The answer 
_ is as follows: The accounts for 1928 compared with the accounts for 1927 show 
a decrease of $9,664.06 under account 546A—" Interest on Government Ad- 
vances.” ‘There was a decrease of $11,767.24 brought about by the separation 
of the total interest computation as between Canadian National and Eastern 
Lines, but this was partly offset by certain accounting adjustments made in the 
allocation of the loan account between corporations. If the amounts shown for 
Canadian National and for Eastern Lines are added together, the combined 
total for 1928 is $32,507,336 and for 1927 $32,505,233, a difference of only 
$2,103. 
Sir Henry THornton: Mr. Chairman and gentlemen of the Committee: 
If it meets with your approval, there is a short statement I would like to make, 
which I think perhaps will be illuminating and useful. It relates to the finan- 
cial history, if one may call it such, of the Canadian National Railways as 
compared with the railways in the United States west of the Mississippi river. 
I will try to make this statement as brief as possible, because I think it is of 
some interest. 
When we come to regard the Canadian National Railways as a separate 
corporation, and review its financial history, we are very apt to feel somewhat 
_ appalled at the amount of money which has been spent on the property, and 
have some considerable doubt as to the wisdom of the policy that was followed. 
Some perhaps even to-day have doubts as to the ultimate financial security of 
er the Canadian National Railways system. 
iy} = 
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Now, in regarding things of this sort it is sometimes useful to have some- — 
thing of the nature of a yardstick to measure it with, and also to have some 
regard for the experiences of other things of a similar nature elsewhere. There- 
fore, while I am not attempting to make any precise comparison between what 
has happened with respect to the Canadian National Railways system and 
what has happened to the railways of the United States west of the Mississipp1 
river since the Civil War, at the same time there is a certain comparative aspect 
which, when it is examined, puts our own position in a rather more encouraging 
light than might be the case if we examined it without reference to similar 
experiences elsewhere. I am comparing with the territory west of the Missis- 
sippi river because from a geographical, traffic and development point of view — 
*t is measurably similar to the situation which has confronted us in Canada, ~ 
particularly west of the Great Lakes. We find that in the territory in the 
United States, to which I refer, and in the period under consideration, there 
have been 191 reorganizations of railway properties. We find that $874,000,000 
have been eliminated—lost, in those reorganizations and _ securities to the 
amount of $1,141,000,000 were stepped down from a superior to an inferior 
position in the reorganization. . I those losses were subject to interest—as has 
been the case with our own deficits because we are charging interest at 6 per 
cent on our deficits—the total. figure which might be considered comparable to 
the deficits of the Canadian National Railways and its liability to the govern- 
ment, would run into a colossal figure—I think it is $3 250,000,000. 

In other words, what happened in the United. States was that it was a loss 
which was borne by the investors—by the public. In Canada the government 
for good and sufficient reasons stepped into the breach and carried the burden, | 
which, as I said, in the United States was carried by the public, so that what- 
ever may have been the mistakes and whatever may have been the history of 
the Canadian National Railways in the past, it is not materially different from 
what has been experienced elsewhere, and comparatively is probably better— 

Mr. Jevuurr: What is the comparative mileage involved? : 

Sir Henry THORNTON: I was going to mention that a little later, but since 
you have asked the question I will say that it is 125,000 miles. 

Hon. Mr. Stevens: West of the Mississippi? 

Sir Hpnry TuHornton: Yes, only west of the Mississippi. Now, there are 
facts which 1 think will be of interest to you. The receivership history of those 
railways shows that in 1875 and 1876, 12 per cent of that mileage was in 
receivership. If you come down to the period of 1892, and as late as 1894, 29.4 
per cent—nearly 30 per cent—of the railway mileage west of the Mississippi 
river in the United States was in receivership. Again, in 1916, 20-4 per cent of 
the mileage in the territory we are discussing was in receivership—even so late 
as 1916. aa : 

Now, we hear a good deal about the assistance which has been given to 
Canadian railways by the governments in the land grants of different sorts. 
We find that very much the same policy was pursued in the United States, and 
that the United States Government gave to its railways west of the Mississippi 
river lands which were ultimately sold for $410,000,000. That is exclusive from 
state grants. If you include state grants you find that it adds up to about 
$225,000,000 in addition to the figures I have given you, which represent assist- 
ance from the states, corresponding to assistance given by the provinces here. 

Now, here is a curious situation. Commencing with 1860 we find that the. 
population per mile of railway west of the Mississippi river was 1,724. 

Hon. Mr. Stevens: In 1860? | 

Sir Henry TuHoRNTON: In 1860, when one may say that railway construc-— 
tion west of the Mississippi river commenced. In 1870 it dropped to 596 souls 
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per mile of line; in 1880 it dropped to 365; in 1890 to 242; in 1900 to 249; 
in 1910 to 239; and in 1920 the population per mile of railway was represented 
by 262. Since that time it has climbed up. 

Hon. Mr. Stevens: How does that compare with ours? 

Sir Henry THornton: I do not know. I have not the figures, but I can 
get hem. 

Mr. FatRwEATHER: Roughly speaking, it is about 200 people per mile in 
Canada. 

Hon. Mr. Stevens: In the west it would be less? 

Sir Henry THornton: Yes. Now, we find from 1860 to 1920 the popula- 
tion of the western states increased from 5,312,000 to 35,355,000, and that 
increase of course, as you would naturally expect, took place rapidly in the 
latter years, more so than in the earlier years. In other words, the western part 
of the United States suffered a period of over-building—if you want to call it 
such—of railway mileage, and it was not for some decades that the advance- 
ment in population overtook economically the construction of that mileage. 
Furthermore, that increment in population would not have taken place had 
the mileage not been built, and had not the public and the investors stood their 
losses during the development period. 

The only point about that is, when you come to compare it with Canada, 
our position is about the same, or if different at all it is a little better. I think 
we are getting our results more quickly than was the case in the United States. 

Mr. Hanson: Is that not due to the fact that we produce more in Canada? 

Sir Henry THorRNTON: Undoubtedly, but the real point is that in order to 
develop a country railway mileage must be built for that purpose, and there 
is a certain period in which that mileage will not be profitable. Those who have 
provided the capital for the construction of such mileage have to wait until 
the population overtakes the railway. 

The CuarrMan: Are there any other questions to ask of Sir Henry? 

Hon. Mr. Stevens: You wanted to clese up this report. 

The CuamMan: We just postponed closing it while you were absent yes- 
terday. 

Hon. Mr. Stevens: I do not think I have any further questions to ask. 

Mr. Geary: Mr. Matthews told us something of the methods of auditing, 
and I understood him to say that these accounts were all of your set up. 

Mr. Coorrr: That is so. 

Mr. Geary: And the balance sheet also? 

Mr. Cooper: Absolutely; everything in that report. 

Mr. Geary: And they take your set up and work back from that as far as 
they hke? 

Mr. Cooper: As far as they wish, until they are satisfied that they can 
give that certificate. 

Mr. Geary: I was going to ask you regarding your idea of this certificate. 
Anyone who knows this firm of Touche & Company knows they are thoroughly 
responsible people, and no one will suggest they are not thorough and exact, 
and Mr. Matthews, to my knowledge, is a most excellent accountant. Do you 
think they could produce any more correcs results or more understandable 
accounts? 

Mr. Coorrr: I would say that it would be absolutely impossible for them 

to construct that. balance sheet. 

Mr. Geary: You do not think any accounting firm could do that? 

Mr. Coorrr: We have about 2,400 people in the accounting department, 
and if they were going over the work as we go over it, they would also need 
about the same number. 
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Mr. Hanson: Then it is not an impossibility, but simply a question of the 
magnitude of the task. 3 

Mr. Coorer: Why should they? The purpose for which we are paid by 
the Canadian National is to do this particular work. Why get in an outside 
firm at a higher price to’do what we are paid to do? 

Mr. Geary: Their function is to check back as far as they think necessary? 

Mr. Coorer: Yes. They watch our work during the year; they under- 
stand our practices; they discuss our theories, and when we come along at the 
end of the year with an income statement and a balance sheet, we ask them 
to certify that it is correct, in their judgment. | 

Sir Henry THORNTON: They must take the necessary steps to be able to 
certify or refuse. 

Mr. Grary: But the items which go into the balance sheet are subject 
to their consideration as to whether or not they are properly in? 

Mr. Cooper: Yes. , 3 

Mr. Grary: And they take items on both sides of the sheet and check 
back? 

Mr. Coorsr: I would not say just what they do. 

Mr. Geary: They are paid by the Canadian National Railways? 

Mr. Cooprr: Yes. 

Mr. McLean (Melfort): They carry it on continuously; it is not just at 
certain times of the year? : 

Mr. Coorrr: They have a few men in the office all the year round, 
checking up capital expenditures, and at the end of the year they bring in 
some extra forces. It is the same practice which goes on in every industry. 

Mr. Geary: It is really just a checking up of your reports? : 

Mr. Cooper: Yes. There are some industries which do not employ an 
accounting staff to make a proper balance sheet, and sometimes a chartered 
accountant is asked to do that, but not in our case. 

Mr. Gary: So it is impossible for these outside auditors to do more 
than take your set up and check back from it to satisfy themselves? 

Mr. Goorer: Yes; I would not hesitate to say that. 3 

Mr. Grary: It adds nothing to the correctness of the sheet, but increases 
the promptness with which it may be received. 

Mr. Cooper: No; I think it rather adds confirmation to it. If you have 
two independent people going over one set of accounts and reaching the same 
conclusions as to its correctness, it adds confirmation. 

Mr. Geary: Are these retained by the government, Mr. Minister (Hon. 
Mr. Dunning) ? 

Hon. Mr. Dunnine: No. 

Sir Henry Tuornton: They are retained by the railway company as is 
the case with any private firm. 

Mr. Grary: Does the government step in at all on the check-up? 

Hon. Mr. Dunnine: There is our own finance department check-up, and 
the railway comptroller’s branch check-up as to the relationship between the 
two. 

Mr. Geary: You do not profess to touch the balance sheet? , 

Hon. Mr. Dunninc: No, but if it is an important item, I think Mr. 
Cooper would have a reconciliation of the railway accounts on the one hand 
and the government accounts on the other. | ; 

Mr. Coorrr: We always make that reconciliation between our records 
and the departmental records. . 

Mr. Hanson: That is only one phase of the situation. | 
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_ Mr. Coorrr: Yes; we reconcile our accounts with banks and with trust 
- companies wherever we have an account which should be confirmed by the 
_ ereditors of the railway. We have those confirmations, and we submit those 
certificates to Touche & Company. I think they also get independent certifi- 
cates in some cases. 

Mr. Geary: How far back does your accounting department go? 

Mr. Cooprr: ‘We have complete control of all the accounts. 

a Mr. Geary: Are your employees all at the head office, or are they dis- 
tributed amongst the various offices? 

oe Mr. Cooper: We have them in the head office, the regional offices, the 
offices of the subsidiary companies, and even in the offices of the shops. 

a Mr. Geary: And your department attends to the confirmation of all pay- 
_ ments, no matter how small? 

Mr. Coorrer: Our treasury department cannot pay a voucher unless there 
is a certificate from the accounting department that it has been audited and 
found correct. 

Hon. Mr. Dunnine: I think I did not quite catch your question at first, 
Mr. Geary. So far as the outside auditing firm is concerned, the government 
initiated that. when the railway was put together as a matter of necessity. 

Mr. Grary: You cannot get a more responsible firm than Touche & Com- 
pany. 

Hon. Mr. Dunnine: The theory was to get a firm of outside auditors to 
do two things: to ensure that the svstem followed by the railway was such 
as to give an accurate picture of the results, and also to make such tests of 
_ the various accounts with particular reference to the capital account, which they 
check completely, so as to ensure that the system followed is a sound: one, 
and also to enable them to certify to the balance sheet as being correct. As 
to how far they shall go is entirely in their own hands. 

Mr. Grary: My question was directed as to whether the government or 
the system should retain them. 

Hon. Mr. Dunnine: The system retains them nd pays them. 

h Sir Henry THornton: I do not think it makes any difference provided 

P they remain, as in this case, above reproach. 

. Mr. Hanson: I agree with that. We have had long years of experience 

with this same firm and have found them most satisfactory. 

‘ Sir Henry TuHornton: I would like to ask one question. I do not want 

§ to put a wrong construction on the questions which have been asked, but at 
the same time I am personally responsible for the accuracy and honesty of our 
accounts and operations. The various other officers share that responsibility 
to a degree, but if anything goes wrong I can very quickly see my finish. Now, 
I want to ask this question, whether in the mind of any member of this 
Committee there is any doubt or suspicion as to the honesty or fidelity with 
which the previous accounts have been prepared and rendered. If there is any 
suspicion I want the fullest and most complete investigation. 

; Mr. Geary: There cannot be, because we have your own excellent. staff 

with an outside firm checking it up. If there is anything of that sort it would 

be a special instance which would be brought out. 

ea Mr. Hanson: There :s certainly no suspicion from the gentlemen on this 

side of the House which would lead you to make such a statement. 

a Sir Henry TuHornton: I did not make the statement and I did not ask 

the question in any contentious spirit, but to see if anyone perchance had any 

. suspicions—and sometimes suspicions do exist—and if any one had the slightest 

suspicion I want to know about it right now. 
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Mr. Geary: That would only come up in connection with an individual 
item. Our questions have only been asked so that the public will know what 
is going on. . 

Sir Henry THornton: My question was not asked in a spirit of criticism 
or contention. 

Mr. McLean (Melfort): All the questions have been asked for informa- 
tion, so that the Committee may understand the system better, and the public, 
through the Committee’s report, can better understand the situation. 

Sir Henry THORNTON: I would rather answer ten unnecessary questions 
than let one go by which ought to be answered. I would like to have more 
questions rather than a less number. | 

Mr. Geary: In order to have the public confidence, I am sure you are glad 
to answer any questions. 

Hon. Mr. Dunninc: It also has the value of giving the Committee a 
ereater education in railroading. 

Sir Henry THorNTON: I think it is profitable both ways; certainly I have 
profited. 

Mr. Geary: As far as the accounting department goes, a great many ques- 
tions have been asked concerning which the department has been able to give 
complete information and has made understandable replies. | 

Sir Henry THorNtoN: I-have noticed, with the passing of the years, with 
a great deal of satisfaction, the improved relationship between the House of 
Commons as a whole and the railway, and between this Committee and those 
who sit on this side of the table, and to-day all of our officers look forward 
with pleasure to meeting this Committee instead of looking at 1t as an unpleasant 
inquisition. 

Mr. Guary: That does not say if there is any suspicion to be raised about 
anything that you may not expect it to be raised as thoroughly as it can be. 

Sir Henry THorRNTON: I want it to be raised every time. I want nothing 
concealed, because our only defence is honesty and frankness. 

Mr. Hanson: I would not like to go on record as supporting Mr. Geary 
without reserving my opinion as regards public ownership. We are committed 
to public ownership in the case of the National railways, and every one of us 
wants to see it succeed, but in regard to that principle being applied to every- 
thing, I want to make my position clear that I am not as whole-heartedly in 
support of it as is Mr. Geary. : 

Hon. Mr. Dunninc: Could you two gentlemen (Messrs. Geary and Han- 
son) not agree that so far as public ownership applies to the Canadian National 
Railways system, you are both behind it. It is the only thing to do at the 
present time. That, I think, will be common ground. aN 

Mr. Hanson: I might go that far. I think it was brought into public 
ownership because there was no other way out. 

Mr. McLean (Melfort): It is a case of it being here, and we must make 
the best of it whether we like it or not. te 

Sir Henry Tuornton: If this thing continues there will be only one 
political party in Canada. . 

The CHAIRMAN: It will degenerate into a society of mutual admiration. 
I think probably Mr. Stevens would also become a member. Will some one 
move that the annual report of the Canadian National Railways system be 
adopted? 

Mr. Geary: I will so move, Mr. Chairman. 

Mr. McLean (Melfort): I second that motion. 


(Carried.) 
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The CHatrMan: We will now proceed with the tenth annual report of the 
Sanadian Government Merchant Marine. Will you proceed, Sir Henry? 

Sir Henry THornton: This is the tenth annual report of the Canadian 
~ Government Merchant Marine. The accounts as certified by the auditors show 
decreases of $1,121,453 in operating revenues; and of $633,106 in operating 
expenses. The net operating loss was $1,209,083 as compared with a correspond- 
ing loss in 1927 of $720,735. 

“ny The operating ratio for 1928 was 113-27 per cent as compared with 107-04 
») per cent in 1927. 

After debiting $2,431,815 for depreciation and $3,905,126 as representing 
interest on Government notes and advances, the total nominal loss for the year 
was $7,545,525 as compared with $7,086,939 in 1927. 

; Generally speaking the adverse showing was due to reductions in rates, to 
_ increased competition on certain routes as well as to the strike at Antwerp 
_ during the summer'months and the continued reduced buying power in South 
Wales due to the limited coal mining operations. Owing to these unfavourable 
conditions a comparison of the actual earnings in 1928 and 1927 does not reflect 
the true position. 

Study is being given to the reorganization of certain services looking to 
securing better results in future. 

The only accidents to report are the grounding of the Canadian Maser 
and collisions met with by the Canadian Explorer and the Canadian Rover. 

! In connection with the West Indies services, arrangements are being made 
to transfer seven vessels of the fleet from the company’s accounts to those of 
the Canadian National (West Indies) Steamships, Limited. 

‘The three new vessels for the West Indies Service Eastern Route, namely, 
Lady Nelson, Lady Hawkins and Lady Drake, were delivered by the builders 
in 1928, the first two named steamers sailing from Halifax on December 12th 
and 28th respectively. As neither of these steamers completed a voyage in 
1928, the voyage results will be included in the West Indies Company report 
for 1929. 

The two steamers intended for the Western Route, namely, Lady Somers 
and Lady Rodney, have just been delivered. When they commence operating 
Canada will have fulfilled her obligations as regards the provision of steamship 
services under the West Indies Trade Agreement of 1925. 

The maximum number of directors has recently been increased to corre- 
spond with the directorate of the Canadian National Railway Company; with 
ae the result that in future the boards of the two companies will-be identical. The 

enlarged board is shown in this. report. 

The directors have pleasure in recording their appreciation of the satisfac- 
tory service and continued loyalty of the company’s officers and employees 
both afloat and ashore. 

The CHatrMan: Shall we now go on with the consideration of the balance 
sheet? 

Mr. Hanson: There are one or two matters arising out of the report. Will 
the new corporation of the Canadian National (West Indies) Steamships, 

_ Limited, be a subsidiary of this company, or what is your corporate layout? 

Sir Henry TuHornron: It is a separate company, from a corporate point 
of view. 

; Mr. Hanson: Is it a subsidiary of this company? 

i Sir Henry THornton: For convenience it will be included in the report 
e | the Canadian Government Merchant Marine, but it has a sou corporate 
¥ identity. 
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Hon. Mr. Stevens: Who owns the stock? 

Sir Henry THorntTon: The Government owns all of it. 

Mr. Hanson: It is really a second steamship company, but for a common 
purpose it will be handled as you suggest. 

Sir Hunry THORNTON: YES. 

Mr. Hanson: What is the gross cost to the company of implementing the 
provisions of the West Indies Trade Acreement of 1925, in so far as it relates 
+o the capital expenditures of these steamers? 

Mr. Cooper: Order in Council 433 authorizes us to borrow $9,500,000 | 
against the capital expenditures of the West Indies Services. 

Mr. Hanson: That is your enabling authority? 

Mr. Cooper: Yes. Mi 

Gir Henry THorNToN: How much have we invested already, Mr. Cooper? 

Mr. Coorrr: The cost of the five “Lady” boats is approximately $8,084,000. 

Mr. Hanson: In addition to that, you will use, will you not, some of the 
other ships, or do these five ships cover the whole route? 

Sir Henry THorNTON: No; there will be some additional ships. 

Mr. Cooper: The Canadian Aviator is to be converted; the cost of that 
conversion is $351,000. 

Mr. Hanson: Without taking anything into account for the book value of 
the ships. 

Sir Henry THorNToN: If you look on the last page of the report you will 
see at the bottom seven ships with their deadweight tonnage, which are to be 
employed in connection with the new West Indies service. 

Mr. Hanson: I want to know what the cost to the country will be for 
those seven ships, to be converted, so that we will know how much money we 
have invested in carriers for this West Indies service. I do not expect an answer 
to that now. 

Mr. Coorrr: Taking the original book cost of the present ships in the Mer- 
chant Marine, they would simply have to be written down to a depreciated 
figure, to which would bg added the cost of conversion, to enter into the new 
steamship setup. 

Mr. Hanson: You write off every year so much for depreciation? 

Mr. Coorer: We do not write off the cost of the vessels, no. We set up a 
depreciation reserve. It is entirely a bookkeeping entry. We do not reduce 
the book value of the vessels themselves. | 

Mr. Hanson: You set up a reserve? 

Mr. Cooper: Yes. 

Mr. Hanson: And the difference 1s the net? 

Mr. Coorer: I thought you said you reduced it, and I was correcting that 
point. 

Mr. Hanson: The practical effect is to reduce the book value? 

Mr. Geary: That would not go into the transfer of book values, because 
there will be a credit to your depreciation reserve. 

Mr. Hanson: And the net is the present cost of those ships so transferred. 

Mr. Henry: $25 per ton is the value at which they have been tentatively 
taken in. | 

Hon. Mr. Dunnine: It would be unfair to take them in at anything like © 
the original cost, less ordinary depreciation. ‘ 

Mr. Hanson: Probably so, because they were built at war prices. What 
I am trying to get at is about how much money, in millions—that will be close: 


enough for me—we are going to invest in this service. 
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Hon. Mr. Dunnine: Including the cost of transferring the boats. 

Mr. Hanson: And the conversion. 

Mr. Cooper: It will be $9,500,000. 

Mr. Hanson: You have spent $8,000,000 for the new ships, and it costs 
$350,000 to convert each one of these other seven? 

Mr. Cooper: No, just two. The Aviator and the Hunter will be con- 
verted. The make-up of that $9,500,000 is: $8,084,000 for the five new ships; 
the Aviator was converted at a cost of $351 000, and Wahl and Company, naval 
architects, of London, England, placed a value on the vessel after conversion, 
of $425,000, so I am putting in $425,000 for that ship. . 

*Mr. Hanson: Without anything for this $25 per ton to which Mr. Henry 
referred. 

Mr. Henry: Approximately $25 per ton. 

Sir Henry THornton: It is the cost of conversion plus about. $25 a ton. 

Mr. Hanson: You are putting her in at a valuation of $425,000. 

Mr. Cooper: Yes. The same with the Hunter. 

Mr. Geary: I did not quite catch that. That is not $25 per ton on the 
Aviator and $350,000 for conversion, with your present valuation of $425,000. 
Mr. Coorer: I am putting the value placed on the vessels by Wahl and 
Company, and they said that they were worth $425,000 after conversion. 

Mr. Henry: Apparently in that case they have put a little lower valuation. 

Mr. Cooper: The Carrier, Otter, Runner and Volunteer each go in at 
$114,000, which is $25 per ton. There is no conversion there. 

Mr. CantTiEy: What about the Sapper? 

Mr, Cooprr: I put that in at the same figure. | 

Mr. Hanson: There is $8,000,000 for the Lady vessels, and seven, of the 
boats go in on a valuation made by the naval architects. Give the ships and 


a the amounts, and we can get the gross in that way. 

| Mr. Cooper: For the five Lady boats, $8,084,000; for the Aviator, $425,000; 
i for the Hunter, $425,000; for the Carrier, $114,000; for the Otter, $114,000: for 
the Runner, $114,000; for the Volunteer, $114,000; and for the Sapper, | would 


| say, $250,000. 

} . Mr. Hanson: She was one of those which had been converted? . 

Mr. Coopmr: She was converted and the cost of conversion was $180,000. 
! As I say, she goes in at $250,000. 

Hon. Mr. Dunnine: These figures are all approximate? 

Mr. Coopmr: Yes. I think as far as the four ships at $114,000 each are 
concerned that has been tentatively agreed to, but as far as the two ships at 
$425,000 are concerned, I do not think there has been any agreement on that 
as yet. 

The 'CHatrMAN: What is the total of the figures you read? 

Mr. Coorrr: About $9,750,000. 

_Mr. Hanson: What other capital expenditure will be required before the 
Canadian National (West Indies) Steamships, Limited, is a real going concern, 
or is there any other capital? 

Mr. Coorrr: I do not know of any other. 

Sir Henry TuHornton: I do not know of anything else. 

Mr. Hanson: Unless you are building docks in the West Indies, for 
instance. 

Sir Henry THornton: We have not embarked on that. 

Mr. Hanson: Or hotels—such as the Constant Springs. 

Sir Henry THornton: That is a United Hotel proposition. 

Mr. Cantizy: I suppose you are supplying additional refrigerator cars to 
take care of this fruit traffic? 
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Sir Henry THORNTON: That is not included in this. 

Mr. CaNntiEY: You probably will have more cars than you otherwise would 
have, to take care of this traffic? 

Sir Henry THORNTON: Probably. 

Mr. McLean (Melfort) : Could these ships be sold at about this price? 

Mr. Coorer: I cannot answer that. . 

Mr. Woop: Well, I think if these ships were fixed up and in shape they 
should bring at a sale probably in the neighbourhood of $35 to $40 per ton, 
in good shape. | : 

Mr. McLean (Melfort): Before being fixed up? : 

Mr. Woop: Before they were fixed up they would bring, T should think, © 
probably $20 a ton. 

Mr. Hanson: However, this is but an arbitrary figure between the two 
government departments. 

Hon. Mr. Dunnine: There is a rather important factor into which I need 
not go at this time. We have not got the ships at these figures yet. 

Mr. Geary: How will it affect the balance sheet? 

Mr. Coorer: It will be a separate balance sheet. The capital, stock of: the 
West Indies company will be held by the government, but it will not appear in 
the Merchant Marine balance sheet; it will be a separate balance sheet. — 

Mr. Hanson: You will have to make some deductions for 1927. 

Hon. Mr. Stevens: Treat them as railway cars, and write off the original? 

Mr. Coorrr: We certainly shall. 

Mr. McLean (Melfort) : You would treat them as you would any other 
ships sold? 

Mr. Coorer: We would reduce the Merchant Marine Investment Account 
by the amount presently carried in respect of these vessels. The capital stock 
and Government Note Liability would be reduced by the same amount. The 
Depreciation Reserve and the Government Interest Account would be reduced 
by the amounts included therein applicable to these vessels. | : 

Hon. Mr. Stevens: And the amount you get for the vessels will be credited? 

Mr. Coopsr: It will be credited against the net lability held by the gov- 
ernment in respect of the original advances for the vessels. 

Hon. Mr. Stevens: Can you give us an idea of what that will mean— 
within a few dollars? 

Sir Henry THORNTON: It cannot be done in “a few dollars.” 

Hon. Mr. SrevENS: Quite a few. ! 

Mr. Geary: You write them out of book cost, but you do not take them 
in at book cost. 

Mr. Cooper: That will be shrunk out of the public accounts somewhere; | 
except that it is already out of the public accounts and is now represented in the 
net debt. ten 

Hon. Mr. Dunnine: A non-active asset. 

Mr. Coover: Yes, it is charged in the debt at the present time. 

Hon. Mr. Srevens: Your profit and loss deficit will be affected. | | 

AeOle Henry THornton: These ships will cost us roughly about $1,000,000 
apiece. 

Mr. Mitne: What does a new “Lady” ship cost per ton? 

Mr. Woop: 6,700 dead tons— 

Mr. Cooper: It would be a little less than $200 a ton. 
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‘Sir Henry THornton: You must remember that those were not only 
_ passenger ships, but also fitted with some very expensive refrigerating machin- 
ry. They are a special type of ship. 

Mr. Cantitey: What is the character of the reconditioning you put into 
these seven ships, which are transferred to the railroad direct? 

Mr. Donerty: There are two steamers, the Canadian Aviator and the 
Canadian Hunter, which have been fitted to carry bananas, so that we shall 
have four steamers, the two passenger boats, and the two freight boats, giving 
us a weekly service as between Canada and Jamaica. The Canadian Sapper, 
which makes the third, operates as between Kingston, Jamaica, and Belize, as 
a connecting steamer, so that Belize will be taken care of in the service as in 
the past. The other four steamers, the straight freight boats, have had no 
alterations and will carry on as straight freight carriers. 

Mr. Jevuirr: Could you give us an idea of the prospects for this new field, 
as to whether it is going to be a profit making or a loss taking proposition? 

Sir Henry THornton: That is not altogether an easy question to answer. 
These ships, in their inception, were built to comply with certain provisions of 
treaties negotiated between the West Indian governments and Canada. As far 
2s prospects are concerned, I should say that ultimately the prospects ought to 
be as good as we originally estimated them to be. Now, of course, much 
depends on the banana product in the West Indies, and much also depends 
upon the marketing conditions in Canada. Also much depends upon what 
development takes place in the West Indies. I believe that there is a con- 
siderable future ahead of the British West Indies government after this service 
is provided and the instrumentality is brought into existence which will enable 
producers not only to market what they produce in the West Indies, but will 
also encourage them to produce more and better fruits and vegetables and 
products which are susceptible of consumption in Canada, and there will have 
to be developed better methods, not only of raising fruit, but in sorting and 
packing it, and in that respect we will have to co-operate with the West Indian 
governments for the purpose of assisting them in promoting further production 
in the West Indies. To a certain extent it is a good deal like a railway being 
built into a new country. That country already has certain productive capacity, 
but by wisdom and energy the productive capacity can be increased. There 
will have to be a certain degree of co-operative missionary work done in the 
West Indies. Personally, I do not think the West Indies are producing either 

as much or as good a character of product as will ultimately be possible. To 

some extent, when you ask me what will be the possibilities of our West, Indian 
service I should say it is an adventure, an adventure which will, if it is going 
to develop into a productive reality, require study and thought and vision and 
co-operation between the producing instrumentalities in the West Indies and the 
West Indian governments. A fair proportion-—perhaps even a large proportion 
of West Indian production is going to the United States, and probably a fair 
proportion of materials and commodities of different sorts which are used in 
the West Indies are in turn purchased in the United States. It will be our 
objective to try and. divert both of those in favour of Canada. 
Mr. Hanson: Has not the United Fruit Company started a competitive 
service to Canada? 
Mr. Woop: They have started a service to St. John. I understand it will 
be in operation in the winter. : 
Mr. Hanson: But they have started? 
, Mr. Woop: No, but I believe they will early in May. 
(After a statement by Sir Henry Thornton). 


84647—2 


158 SELECT STANDING COMMITTEE 


Mr. Jevuirr: Does the Department of Trade and Commerce see to it that 
we are well represented in working up business for this trade? 
Sir Henry THornton: That ig a question which I cannot answer. I do 


know that the Department of Trade and Commerce has certain trade commis- | 


sioners in the West Indies, but just what the present position is I do not know. 

Mr. Jevurrr: There must be a lot of missionary work to be done down there. 

Sir Henry THORNTON: We have only lately selected ‘the best man we 
could find as general traffic representative in the eastern group of West Indian 
covernments. He has just left. We are relying upon him to make a careful 
study of the whole situation and to advise us fully with respect to methods and 
means which we may adopt to increase production and consequently traffic to 
and from the West Indian ;slands. We propose to send a similar man to the 
western group very shortly, and as far as the railway is concerned we propose 
to conduct an active and ageressive campaign ‘n the British West Indies for 
increasing our trade. 4 

Hon. Mr. Dunnine: In connection with that, you might mention the 
other matter? 

Sir Henry THornton: In view of our relations with the United Fruit 
Company and other considerations, I would like that this be left out of the 
minutes. 

The CuHairMAN: Leave it out, please. 

(Discussion followed.) 

The CHAIRMAN: Shall we go on with the balance of the sheet, item by 
item? ‘ 
Mr. McLean (Melfort): Before going on with this does Sir Henry think 
that there is a likely field for Canadian development in the West Indies? 

Sir Henry THoRNTON: That is a pretty difficult question to answer. There 
is not any doubt but what there is a field in the West Indies, as I pointed out, 
for an improved character of production, and improved methods of production. 
When I say production, I mean the fruits and molasses and what you would 
describe as the products of the soil of the British West Indies. Now in order 
to bring that about, undoubtedly it will mean the investment of capital, and I 
should think there might be an attractive field for the investment of capital im 
the West Indies on the part of those who understand West Indian production, 
or who can support themselves by the right sort of technical advice there. That 
is about as nearly as I can come to answering that question. I will give you 
one little instance, which perhaps bears upon the whole situation. I under- 
stand that crude Barbadoes syrup or molasses is sent up in bulk to Canada and 
is there refined and put up in tins or elasses and sold under some kind of a trade 
name. One would naturally think that the place to refine that molasses would 
be at the place of production, that it could be done cheaper there, and if that 


were done it could be put upon the market under some kind of an attractive _ 


trade name, such as fine Barbadoes syrup, or something of that sort. That 
would necessitate the construction of a small factory to make tin cans, and the 
necessary machinery to refine the syrup. That would seem to be the economical 


and sensible thing to do; and yet it 1s not being done. It is quite conceivable : 


that with enterprising capital a fairly attractive business could be built up in 
refining and exporting Barbadoes syrup at the point of production. Now there 


may be fifty other things which are in the same condition. The question which — 


you ask is not an easy one to answer. | 
Mr. McLean (Melfort): I appreciate that, and I wanted your opinion at 
the moment because I would like to follow it up from year to year. 


Si» Henry THorNton: This whole thing which we call the West India ie 


adventure is still unexplored in its possibilities, as far as we are concerned. Now 
what ingenuity, enterprise and courage will develop in the West Indies, in the 


way of trade, I do not know, but you have this situation at least, that soil and 
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climate and conditions are favourable to certain kinds of production; you have 
a good transportation agency to market your production; and we have got an 
increasing population in Canada which will absorb that production. All the 
ingredients would seem to be there. The only things that remain are vision, 
ingenuity, and enterprise. 

Mr, McLean (Melfort): One more thing, is there a large enough area of 
land which is not being put to useful purposes now available? 

Sir Henry THornton: I do not know. We will know more about that 
after our traffic representatives have made a thorough canvass of the situation. 
I should say that probably not all the available land has been absorbed in pro- 
duction, but how much is left I do not know. 

Mr. Cantey: .The great trouble is that the people down there do not want 
to work, if they can make a living ctherwise. If you enlarge their scale of 
living you will have solved the whole trouble. 

Sir Hpnry THornton: There are in the West Indies a number of very 
sound business men. Perhaps one thing which may have hampered them is 
lack of leadership. After all, somebody has to bang the drum and lure the 
public ‘to buy. Another difficulty that I think they have encountered is what 
I would call disintegrated effort, each one trying to do something by himself 
which he is not capable of doing, but which they could accomplish co-opera- 
tively. And probably the solution of the whole thing is going to be a very 
much higher degree of co-operative marketing. 

Mr. Hanson: I think Colonel Cantley has put his hand on the weakness 
of the situation. I was told that an American company brought an efficiency 
expert into Porto Rico, and he was going to speed up production. They work 
for 75 cents a day on the plantations, and he offered them higher pay; but the 
result was that they worked so many days less. That is not an unusual experi- 
ence. | 

Mr. Geary: They have very active trade commissioners down there. 

Mr. Hanson: I think what we ought to be concerned with is not so much 
increasing the trade from the West Indies to Canada as increasing the trade 
from Canada to the West Indies. 

Sir Henry THornton: That is right. Mr. Doherty is here. | 

Mr. Hanson: You are in the Transatlantic Combine, are you not, as far 
as the freight rates are concerned? 

Sir Henry THornton: I will answer that question. We are not as one 
might say in the Transatlantic Combine, but we work in a co-operative way 
with them. 

Mr. Cantey: I admire your caution, sir. 

Sir Henry THornton: You can pretty nearly catch me either way. Let 
me say this, Mr. Hanson, that after all you have to work with your competitors. 

Mr. Hanson: You have to meet the condition which exists, and I agree 
with you. Now it is the practice, I understand, of the Combine to accept on 
non-perishable goods collect shipments so far as water carriage is concerned, 
that is transatlantic. In other words, all you ask the shipper to pay is the rail- 
way freight to the point where the shipment is at the side of the ship, and the 
steamship company collects from the consignee at the oher end, on non-perish- 


able shipments. 


Sir Henry THornton: That has been done. It is not the rule, because we 
prefer to have our shipments prepaid. 

Mr. Hanson: It is done? . | 

Mr. Douerty: Yes, but it is not the custom, 

Mr. Hanson: You do not apply that rule to shipments of non-perishable 
goods to the West Indies? 
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Mr. Douerty: So far as the West Indies are concerned we are anxious, 
for reasons of accounting methods, and both Mr. Cooper and Mr. Davidson 


will probably tell you that we are anxious to have all our freights prepaid. 


Mr. Hanson: But solely for your own convenience for accounting methods. — 


That is the reason you gave to Mr. O’Hara the other day. 
Mr. Dorrrty: Absolutely. 
Mr. Hansons And that is your only reason? 
Mr. Douerty: Absolutely. 


Mr. Hanson: Then let me point out to you that you will not extend your 
trade to the West Indies unless you give the shippers of non-perishable goods — 


that right. ee | 
Mr. Douerty: I suppose we have been in the shipping business since 1918, 
and have been carrying cargos all that time, and the first time we have had 


any question raised in connection with the prepayment of collection of freight 


rates on lumber came within the last fortnight or three weeks. 
Mr. Hanson: It came through me. 
Mr. Douerry: Within the last fortnight or three weeks. 


Mr. Hanson: People are anxious to extend their business with the West 
Indies, and the Lumber Companies say that in the Maritime Provinces or Hastern 
Quebec they are always anxious for new markets. They are being crowded — 


more or less by the West coast stuff in the American market, which has killed 


practically all of their American trade. And when this propaganda arose for 


increased trade in the West Indies, someone looked into that and they were 
met with this, that they would not only have to pay the freight to tide water 


to put it on to the ship, but they would have to pay the freight clear to the 


point of destination. If they were shipping it to Liverpool they would not ha¥e 
to do that; and the only reason given by you, Sir, was for convenience in 
accounting methods. I gather that there is a difference in exchange, or you 
wish to have your money in Canada. 

Mr. Dourrty: There are various ingredients but we are carrying lumber in 


everyone of our steamers to the West Indies, and the freight is paid on the 


lumber. The lumber is sold on an s.i.f. basis. Now why there should be any 


different conditions with anv one shipper against the practice in the way of doing © 


business there for years, I do not know. 


Mr. Hanson: I agree with you that you must apply the rule universally, F 


but I disagree because you are applying different rules to different services. 


Mr. Douerry: And you have different rules as to each one; and one can — 


be compared with the other. 


Mr. Hanson: Is there any other reason than the one which you gave Mr. — 


O’Hara in your letter the other day? 
Mr. Douerty: No, no other reason. 


Sir Henry THornton: What they thought was that if we were more ~ 
lenient and more liberal in the matter of the collection of charges, we could oe 


promote more business? | 


Mr. Hanson: That is my whole idea, and I would like that to be looked in 


into more thoroughly. 


ee FR 


Sir Henry Tuorntron: As Mr. Doherty has explained, this is a position | , 


which has arisen in the last two or three weeks. I can see that if this is sub- 
stantiated and we find that by this or any other device we can promote trade, 


and still be sure of our money we will adopt it. } 
Mr. Cantiey: What are you getting on lumber to the Barbadoes? 
Mr. Douerty: J think it is $12 a thousand. 


Mr. Douertry: You know West Indies conditions. 


t 


Mr. Cantiey: You can get your money where you land your material? | 
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Mr. Canriry: I know that I have never had any difficulty in collecting on 
my freight, and I have carried cargo after cargo to Barbadoes at $9, and got 


“my money after I got there. Now you say you are compelling the shipper to 


pre-pay the freight at the ship side, and he is out two-thirds of the value of the 
lumber at the very start. 

Sir Henry Tuornton: The question is very simple. Here is a new con- 
dition which has arisen, and as I say, if there is any way by which we can pro- 
mote more traffic without injuring ourselves or endangering ourselves with a 
loss we are going after the trade. 

Mr. Cantiey: There is a condition right now. 

Sir Henry THornton: Then what more do you want? 

Mr. Hanson: I was just referring to the reasons given by Mr. Doherty 
for requiring pre-payment on the shipments to the West elie and I submit 


that you will never extend your trade in that way. 


Sir Henry THornTon: That is a good reason too, but if it is out-weighed by 
any other reason, we will unhesitatingly drop it. 

Mr. Geary: How does it affect it? 

Mr. Hanson: He ships his goods and does not get paid for them until 
after delivering; and in addition to that he has to pay the freight. A com- 
pany which has to do that will drop that trade. 

Sir Henry THornton: But remember, as far as I know, this is the con- 
dition which has never arisen as an acute matter until within the last two or 


three weeks. The minute a position becomes acute you have to examine 


into Bey policy and if it is wrong you change it. 
Mr. Geary: In your report you show a loss of some $200,000 in operat- 

ing, some $2,000,000 odd in depreciation— 

Mr. CANTLEY: Before going into the accounts, would you be good enough 
to tell me what became of the vessel which was ashore i in Hudson Bay last year? 

Sir Henry THorNTON: She was salvaged and is in Halifax now. 

Mr. Cantitey: What is her name? 

Sir Henry THornton: The Raider. 

Mr. Cantey: What are you gcing to do with her? 

Sir Henry THoRNTON: Sell her, scrap her. Would you like to buy her, 
Colonel? 

Mr. Cantiey: No, I would not like to buy her. Have you got an offer 


for the three ships that you advertised for offers, on the Pacific Coast? 


Sir Henry THornton: Yes, we have ‘had several offers. 
Mr. CantTuEy: Have you sold them? 
Sir Henry THornton: No. 
Mr. Cantury: Would you care to tell us the price which you have been 
offered? 
Sir Henry THornton: No, I would rather not, but we are going to reject 


‘all the bids because they are unsatisfactory. 


Mr. Cantuny: Are you still going to sell them? 

Sir Henry THornton: We are in negotiation with respect to three other 
vessels, and I think what we will do will be to reject all bids and ask for bids 
on the ‘whole six, either for one or for the whole or for any proportion of them. 

Mr. CANTLEY: Are the other three on the Pacific coast at the present time? 

Mr. Dowerty: No, they are on the Atlantic coast. 

Hon. Mr. Dunntne: ‘Colonel Cantley, would not this be a good place to 


put in the statement which you held over from yesterday, so as to have it in 


the record? 
Mr. CantiEy: Yes. 
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CANADIAN GOVERNMENT MERCHANT MARINE, LIMITED ~ 
‘ List or Sures Soup 
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Name of Ship Deadweight Date _ Sale Price 
Tonnage Sold ue 
EPR AS DI PUXARIIVONGS 218s dw via ce to. Fie Mamie manele Ra a 3,501 | Aug. 24, 1923 | $110,000 00 
EN UME GIR COs Eta Ae ho De tsicpsle tome Cy sua male Wear altete 3,575 * e $110,000 00 
Canadian Pathtnderecad sie). ance mete eam steonine 3,640 | Oct. 12, 1925 | $ 50,000 00 
Canadian Pingineer,; 24 c.248 5 Ao tae neva oye B S679. ree vi $ 50,000 00 : 
STi a ne ORE TE I SESE td SAN NS Bol 3,400 | Oct. 3, 1923} £17,000 less 4% Commis- 
sion. 
Gansdian: Miner yoru tomas ea) Ua ee eee 2,778 | Mar. 20, 1924} £20,000 cash. 
Ganddian Sealer ase Moses ie key eee Ay 2108 Ci a £20,000 cash. 
Ganadian: Logger eo wea. eee ee eeeeieens 3,839 | April 30, 1924 | $100,000 00 
Ganadian AdVventuretsieein yy, Lee ase renee 3,408 | Oct. 19, 1925 | $ 40,000 00 a 
Canadian Sailors. CNS Apgar Unie pes ties SOL ie ee $ 40,000 00 AS 
Oanadian Signaler. eA de sa) ea Not ey 3,975 mn is $ 40,000 00 sa 
Canadian’ Sowers hic ee tie hae ec eke one 3,406 rt ra $ 40,000 00 ute 
Canadian Trader sure scene eae eae Y Ne 3,341 re $ 40,000 00 
Ganadian’ Warrior oe ete SiO een mire at 3,995 % if $ 40,000 00 
Oansadian: Harvester i050 ide anh ea tee he eae 4,000 Feb. 13, 1926 | $ 50,000 00 
Canadian Gunnery eis noc ae eerie: 3,978 | Nov.23, 1926 | $ 50,000 00 
Canadian Settler: ie see tcanee, Waiwera 4,918 | Dec. 17, 1926 | £17,750 cash. Less 47, 
- Commission.” 


Mr. Cantey: I want some information in regard to that ship at Halifax, 
and what you are going to do with that. 

Sir Henry Tuornton: The one which was ashore in ine Hudson Bay? 

Hon. Mr. Dunnine: It was not ashore within a thousand miles of the Hud-— 
son Bay. She was on her way out. 

Sir Hunry THornron: That ship was salvaged and brought back to ee 
fax, and will be scrapped. 

Mr. CantLEey: Have you practically written her value off? 

Sir Henry THORNTON: Yes. 

Mr. Cantitey: And you do not want to give any information regarding the y 
boats on the other side? cit 

Sir Henry THornton: Not in public, I will tell you personally anything aa 
you want to know. . 


a uae ee | OR Grok Sn a ie eit 
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Mr. Geary: Looking at your report, among the losses you have Lost Inter- 
est on Government Advances? 7 


}) 


5 
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Sir Henry THorntTonN: That is right. Se 

Mr. Geary: What is the compensation for that? What compensating 

features are there, or are you thinking more of the reaction on the National Rail- 
way System? 

3 Sir Henry THornvton: It has no relation to the National Railway Syston 
Oh, I get you now. The utility of the Canadian Government Merchant Marine 
has to be looked at, first, from the point of view of what traffic it brings in itself 
to the Canadian National Railways; and secondly, and probably more import- — is 
ant, how much assistance does it render manufacturers and producers in Can- 
ada in the marketing of their products? It means about a million and one-half 
dollars so far as the railway is concerned. Now when you come to the other J 
aspect, of its usefulness to the nation, I would say that probably its greatest 
usefulness has been to lumber producers on the Pacific coast. Mr. Stevens prob- { 
ably knows as much or more than I do about that. We have been told by the — E 
lumber trade in British Columbia, that our Ocean Services have been of great — 
value to them in the marketing of their particular produce, the service which we 
have lately inaugurated with the approval of the Ministry of Trade and Com- 
merce to South America have been extremely satisfactory; we are getting full 

cargoes in both directions. We are getting ies good cargoes in both dire On 


a 
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I think that is all of material advantage to our producers. The inter-coastal 
service through the Panama Canal, both east and west, has been also quite satis- 
factory, so that I should say that the advantage of the Government Merchant 
Marine has been of particular importance to the newly inaugurated South Ameri- 
can trade, and to the lumber trade on the Pacific coast, and to probably Aus- 
tralia and New Zealand. I am speaking now from the point of view of general 
advantage in promoting Canadian trade. | 

Hon. Mr. Srevens: Are you operating now to Australia? 

Gir Henry THornton: No, we have abandoned that. I was speaking of 
previous years when there was considerable of it. 

Mr. Geary: You did not think it was worth while? 

Sir Henry Tuornton: I think it is particularly advantageous to the Brit- 
ish Columbia lumber trade and the South American trade. 

Mr. Power: Was there any special advantage given to the British Columbia 
lumber trade in the way of lower freights? ! 

Sir Henry TuHornton: No, we had the usual ocean rate, but it gives them 
a facility and service which they might not get in any other way. 

Mr. Power: Are you operating any of those particular lines at a loss? 

Sir Henry THornton: That I think will come up when we consider each 
trade route. 

Mr. Cantipy: Are you insisting upon them pre-paying the charges on that 
route? 

Mr. Douerty: The lumber charges are collected usually at this end. 

Sip Henry THORNTON: We have discovered at least one route where the 
ships are not needed. We have been losing $72,000 a year on our Cardiff 
service, and we are just abandoning that service; and the contracts which we 
have are being taken over by probably the Donaldson and another line. We 
have abandoned that service for the reason that it is unprofitable and unneces- 
sary. 

ae Grary: Does the fact that you are in business tend to stabilize rates? 

Gir Henry THorNtTon: Not on the North Atlantic. 

Mr. Grary: It does not tend to keep down rates? 

Sir Henry THORNTON: I do not think we are a sufficient factor to have any 
material influence on the standard of rates. 

Mr. Cantiey: You have not the type of boats which can compete on the 
North Atlantic. 

G+ Henry THornton: Colonel Cantley is quite right in that, 

Mr. Grary: Are you looking forward to the time when you can confine your 
operations to the places where you are of advantage? 

Sir Henry THORNTON: We are trying to rearrange our services so as to 
employ them on such routes as will be both remunerative and strategic, econ- 
omic usefulness to Canadian producers. , 

Mr. Cantiey: And where facilities to-day are not all that may be desired, 
so far as the export trade of this country 1s concerned? 

Sir Henry THorNTON: Yes, that is true. 

Mr. Cantury: That is the fundamental reason, in my judgment, for con- 
tinuing the operation of this fleet at all. 

Sir Henry TuHorNton: Yes, it certainly is not attractive from the financial 
point of view; therefore the only reason may be the economic advantage to the 
Dominion of Canada. 

ou Mr. Dunninc: Of course you could do better if you had a better type 
of ships! 

Sir Henry THornTon: Oh, certainly. You will understand that these ships 
were built during the war, under great stress, and at very considerable expense, 
to meet a certain necessity which at that time existed and which has since 
_ disappeared. 
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Mr. Geary: I gather from your answers that you have these factors well in 
mind. | 2% 

Sir Henry THornton: Oh yes, quite. NS RA he 

Mr. Geary: These ships do not last forever, and you may replace them or 
you may not? , : eee NO 

Hon. Mr. Dunnina: A large number have been scrapped. 

Mr. Geary: I understand that. It may be an economic proposition to 
serap some of them. 

Sir Henry THornton: Yes. This thing is not running wild, nor is it 
allowed to run its own course. We are trying each year to meet the conditions. 

Mr. Geary: Many a line will drop its business because it has not capital 
behind it. You have, so to speak, unlimited capital behind it. It would not 
be wise just to go on with it merely because you have started? 

Sir Henry THornton: Not just for the fun of doing it. That is quite right. 

Mr. Power: Have you in mind the probable deficit from the West Indian 
lines in the next three or four years? | | 

Sir Henry THorNTON: Oh yes. ; 

Hon. Mr. Dunnino: Just before we adjourn, I think Mr. Geary asked me- 
last night to try and arrange that the sittings of this Committee would not con- 
ict with that of the Committee on Railways, Canals and Telegraph Lines. That 
Committee, I understand, is to meet on Friday. In that case, this Committee 
will not meet on Friday. | 

The CuamrmMan: This Committee stands adjourned until 11 o’clock to- 
‘morrow. 


The Committee adjourned until Thursday, May 2, 1929, at 11 a.m. 
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MINUTES OF PROCEEDINGS 


Room 375, House or COMMONS, 
THurspAY, May 2, 1929. 


The Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government met at 11 a.m. Sir Eugene Fiset, the Chair- 
man, presided. 


Members present: Messrs. Bell (St. Antoine), Cantlpy, Dunning, Geary, 
Gray, Hanson, Jelliff, Jenkins, McLean (Melfort), Milne, Power, Stevens. 


_ In attendance: Sir Henry Thornton, with members of his staff; also Mr. 

-R. A. C. Henry, Deputy Minister of the Department of Railways and Canals. 

THNTH ANNUAL REPORT OF THE CANADIAN GOVERNMENT MERCHANT MARINE, 
LIMITED 


Discussion took place as to the policy that should be pursued by the Mer- 
chant Marine. 


The Balance Sheet, as contained on pages 6 and 7 of the Report, was con- 
sidered, item by item. 


The Operating Account, as shown on page 8 of the Report, was reviewed, 
and Sir Henry Thornton made a general statement respecting voyages completed. 


The Deficit Account, page 9 of the Report, was reviewed briefly. 


On motion of Mr. Hanson,— 


Resolved,—That the Tenth Annual Report of the Canadian Government, 
Merchant Marine, Limited, be concurred in. 


The Committee took recess at 1 p.m. 


The Committee re-convened at 4 p.m. Sir Eugene Fiset, the Chairman, 
presided. 


Members present: Messrs. Cantley, Chaplin, Geary, Gray, Jelliff, Jenkins, 
McLean (Melfort), Milne, Power, Stevens. 


In attendance: Sir Henry Thornton, with members of his staff; also Mr. 


us R. A. C. Henry, Deputy Minister, and Major Anderson, of the Department of 
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Railways and Canals. 


ESTIMATES, 1929-30. CANADIAN NATIONAL RAILWAYS, CANADIAN NATIONAL STEAM- 
SHIPS AND MARITIME FREIGHT RATES ACT. VOTES 336, 337, 338, 339 AND 340 


Copies of a book indicating the financial requirement of the Canadian 
National Railways for the year ending December 31, 1929, were distributed to 
the members present, together with copies of the Estimates, Items 336 to 340. 

After discussion, the several items were agreed to. 

. The Committee adjourned at 5.40 p.m., to meet again at the call of the 
BATS ic : 
a JOHN. TS) DUN, 


Clerk. of the Committee. 
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MINUTES OF EVIDENCE 


ComMiIrTeEn Room 375, 
House or COMMONS, 
Tuurspay, May 2, 1929. 


The Select Standing Committee on Railways and Shipping met at 11 o’clock, 
a.m., the Chairman, Sir Eugene Fiset, presiding. 


The Cuairman: Gentlemen, we had started with a consideration of the 
balance sheet. 


Sir Henry THornton: May I just make one statement? The question 
was asked with respect to the value of the Canadian Government Merchant 
Marine to the trade of Canada. ‘I have some figures here which are interesting 
in that connection. The value of the goods handled on our ships last year 
amounted to $159,000,000, of which $112,000,000 was export, and $39,600,000 
’ was import traffic, and $7.200,000 was inter-coastal traffic. That 1s of interest 
in connection with the general question asked. 


Mr. Grary: They tell me there is sometimes difficulty in shipping wheat 
- from Canadian ports because the bottoms do not come to the Canadian ports 
_as readily as they go, for instance, to New York. There they pick up a cargo 
more readily, and for that reason wheat is sometimes diverted to New York. 


Sir Henry Tuornton: No doubt about that. 
Mr. Geary: Would these ships remove that difficulty? 
Sir Henry THornton: They would not be a drop in the bucket. 


Mr. Grary: The only point I had in mind was that as long as it exercises 
some regulatory power the Canadian Government Merchant Marine would 
be justified in that alone. 


Sir Henry Tuornton: The outstanding fact that we carried Canadian 
products to the value of $112,000,000 exported last year. 

Mr. McLean (Melfort): Largely package freight, I suppose. 

Mr. Woop: Package freight and lumber, with a certain amount of grain, 
of course. 


Mr. Jeuurr: I asked yesterday about the tonnage carried last year. You 
said you would have that this morning. 


Mr. Woop: We can give you the total tonnage and also the details. 
Mr. Jevuirr: The total tonnage will do. 

Sir Henry THorNTON: The total tonnage was 1,307,000 tons cargo. 
Mr. Cantey: How is your South American service turning out? 


Sir Henry Tuornton: Very well. We are getting now practically full 
cargoes. : 


Mr. Cantiey: Both ways? 

Mr. Woop: Yes, both ways. Of course, the north bound traffic is mostly 
a matter of grain and flax and stuff lke that. 

Sir Henry THornton: That South American service has been very satis- 
factory—surprisingly so. 

Mr. Cantiey: Where are they carrying the north bound cargoes? 


Mr. Woop: Flaxseed goes mostly to New York and Philadelphia, and we 
are offered corn for Halifax and St. John. 
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Mr. Jevurrr: I asked that question because you gave three causes for the 
falling off last year, and I wanted to see if we could get the relative importance - 
of those three causes. | Be ee hy 

Sir Henry THornton: W carried last year a greater tonnage but at a : 
lower rate; the tonnage increased but the revenue decreased because of those — 
lower rates. : ) Bon Ne 

Mr. Cant ey: Are you getting a fair rate from the South American ser- 
vice? Bie os 
Mr. Woop: Fair, but some of it could be a little better. A eee 
Mr. Cantury: Nothing is so good that it can not be better, but are you 
practically breaking even? | eh 

Mr. Woop: Not quite, but nearly so. 


Hon. Mr. Stevens: Has it been demonstrated to your satisfaction that thes) 
government operated merchant marine cannot successfully compete with the Ue 
world shipping companies—I mean with shipping in the world generally? ne 

Sir Henry THornton: In answering that question you have to take into 
consideration the character of the tools with which we are working. pan 

Hon. Mr. Stevens: I mean, of course, with the tools we have. ie 

Sir Henry THornton: Of course we cannot. This is largely because of 
the character of our ships, which were not built for this particular purpose. They; 
are slow and have small tonnage. a 

Hon. Mr. Stevens: Then the next consideration which strikes me as one. 
which should engage attention is this: having in mind the desire to find new — 
markets and to extend markets where perhaps there is not at present a trade 
existing, and the service from private companies, would it not be better to direct 
the major portion of the efforts of the Canadian Merchant Marine in conjunc- 
tion, say, with the Department of Trade and Commerce to a development of — 
new world markets? ; es: 

Sir Henry THornton: That is exactly what we are doing. This new South 
American service is a good example. 

Hon. Mr. Stevens: Let me say before you go on that it would not be | 
expected—cannot be expected—that on that sort of work you could get a return, 
that is, a profitable return. | vie 

Sir Henry THorntron: That is a perfectly sound statement. That is per- 
fectly true. That is what we are trying to accomplish. oe a 

Hon. Mr. Stevens: How about co-operation? I am not suggesting that — 
there is anything in the nature of friction, because I think the Hon. Mr. Mal- — 
colm is a gentleman who will work harmoniously with you, but is there any — 
positive contact intelligently being applied to the energies of both the Depart-_ 
ment of Trade and Commerce and the Merchant Marine? oe 

Sir Henry THornton: The answer is yes. With the Minister of Railways: 
and Canals (Hon. Mr. Dunning), the Minister of Trade and Commerce (Hon. 
Mr. Malcolm), and ourselves, the work is being carried on in close contact; 
we are constantly exchanging information and having meetings with a view to. 
accomplishing the very thing you have outlined. TI should say that the relation 
ship and the co-operative position between my own Minister (Hon. Mr. Dun. 
ning), the Minister of Trade and Commerce (Hon. Mr. Malcolm), and the Mer. 
chant Marine is all that anyone could wish. . ie 

Hon. Mr. Stevens: And your officials and the officials of the Departmen 
of Trade and Commerce—I am not suggesting that there is any ill-feeling, but 
there is a vast difference between a sort of negative contact and active co-opera- 
tion, 1s there not? eae 


reat 
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‘Sir Henry THornton: There is not only an active co-operation, but a 
feeling of what I would describe as enthusiastic and friendly co-operation. 
Hon. Mr. Stevens: That is good. That is the way it ought to be. 
eek Geary: I do not know whether this should go on the record or not. 
You have a lot of ships, quite ‘a fleet, and when they were built and put into 
commission they were serving a pretty useful purpose and at any rate carried 
the opinion at the time that it was a necessary purpose. These ships are grow- 


- ing old and are becoming more obsolescent all the time; they cannot take the 
‘cargoes or take them with the same despatch that their competitors can, very 


largely. I would be interested in knowing whether you contemplate carrying 
those ships on uneconomically until they have to be scrapped and replacing 
them and building the fleet up with new and modern ships, or has that come 
into your calculations as yet, or not? : 

Sir Henry THorntTon: Well, that is a general condition which is becoming 
each year more and more pressing. This is as the Minister wishes. 

- Hon: Mr. Stevens: There should not be any objection to it. 

Hon. Mr. Dunnine: I do not know of any objection. 

Sir Henry THorntTon: That very question of policy is one which is under 
discussion between the Minister of Railways, the Minister of Trade and Com- 
merce, and myself. We are all of us seized with that situation. Does that 
answer your question, Colonel. 

Mr. Grary: Yes, Sir Henry. I think you are faced with these ships and 


ia their replacement, and it is quite a large question, I should think. 


Sir Henry THORNTON: Yes, it is. 

Mr. Cantiey: I judge it is not the intention of the department to replace 
these ships, and I would call your attention to what I have called your attention 
to in years past in fairly vigorous terms, that is in regard to the smaller type of 


tonnage. You have boats down to less than 5,000 tons. You cannot help but 
lose money every year. Why not dispose of them and write them off? 


Sir Henry THorNtTon: That is what we are doing as opportunity presents. 

Mr. Cantitry: They are saleable at some price, and the quicker we take 
that price, whatever it may be, and write them off and get clear of the liability, 
because there is liability attached to them every day, the better. 


-Sir Henry Tuornton: I take it that your suggestion is that we should 
immediately scrap these which I would call inefficient ships, and get rid of them? 


Mr. Cantuey: You should sell them. You have sold some. 


Sir Henry THorntTon: That is a part of the general question of policy 
that is under consideration, and my answer to Colonel Geary would be substan- 
tially the answer to you. 

Hon. Mr. Dunninxc: I suppose, Sir Henry, that you as well as myself 
would like the Committee to express any view they have in regard to the desir- 
ability. of staying in this business or going out of it. Should we get out of it 
altogether? . 

Hon. Mr. Stevens: Taking, for instance, the Hudson Bay route which is 
going to be an important thing almost immediately. I assume there has been 
no arrangement with shipping companies to immediately handle this shipping. 


Could you not dedicate these ships to that purpose? 


_ Sir Henry Tuornton: Dedicate is a peculiar word. 
Hon. Mr. Srevpens: Say consecrate. 


Hon. Mr. Dunnina: My idea is that that route will require another class 
of ships, as Colonel Cantley has put it. I consider it would not be very fair to 


_ the Hudson Bay route to use these boats. 
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Hon. Mr. Stevens: I was not referring now to the cost of operating those 


ships, but rather to demonstrate the feasibility of the route. ik 
Hon. Mr. Dunnine: So far as that demonstration is concerned, our depart- 
ment of Railways and Canals’ ships carrying supplies have gone in and out of 
there and we know what they have done, and there is no trouble about that. 
Hon. Mr. Stevens: But they have not gone in there loading and unload- 
ing cargoes back and forth, and establishing contact with the old land. I would 


suggest to the Minister whether it could not be very well started by taking some 


of these ships and putting them on there. I realize that at the outset there will 
be a great deal of unnecessary loss, whieh will vanish when the business becomes 
established. . 
Hon. Mr. Dunnine: Perhaps we are talking about two different things. 
From the standpoint of the mercantile practicability of the route for wheat, I 
think these boats would not demonstrate anything more than that it can be 
done, because you cannot haul wheat in a two or a four thousand ton boat. ~ 


tons. 
Hon. Mr. Dunning: And those are the very boats which Sir Henry 
Thornton is making the best use of now. I would be very glad to remember 
your suggestion. We have plenty of time, in any case. 
Mr. Geary: If you are to take advantage of the season up there, you have 
to move yourself pretty quickly. 


Hon. Mr. Dunnina: If the experience of two years which indicates about 


five months’ navigation, proves general in its application, of course it is a 
question of moving ourselves fairly rapidly after it once begins to arrive at 
Churchill. There is no doubt of that. | | | 

Mr. Cantiey: I have not quite finished, and I want to call your attention 
to. this. You have twelve boats on this list in the four and five thousand class. 
Now those boats cannot possibly live and you have to take a loss on them, 
and the quicker you realize that and dispose of those boats, the better. They 
are saleable at some price. | 

Sir Henry THornton: Yes, that is quite true. 

Mr. Cantiey: And in addition to that you have twenty boats of eight 
thousand tons and two boats of ten thousand tons. Some of them I will admit 
are well employed, for instance, in that South American trade and possibly 
In. opening up some other of the services: but I doubt if more than half of 
them are usefully emploved. And with that purpose in view, the time will 
soon come when some if not all of those eight thousand ton boats will have to 
be or should be disposed of by reason of their unsuitability and their inability 


to compete with rival boats in the same trade. Now what is the use of our 


carrying these on and continuing to lose money and lose interest? 

_ Sir Henry Tuornton: Your question relates to the whole future policy 

with respect to the maintenance of the Canadian Government Merchant Marine. 
Mr. Cantiey: And particularly to the question of the disposal of those 
small boats. 

_ Sir Henry Tuornton: And that all involves the question of what we are 
going to do with the Canadian Government Merchant Marine. The only answer 
I can give to the Committee is that that question is now engaging the serious 
attention of my own minister and the Minister of Trade and Commerce and 
myself, to see if we can formulate a policy. whe a 

Mr. Cantiny: Have you sold any of these small boats in the last few 
months? in oh) 
Sir Henry THornton: Have you not got a list, Colonel?. 


Hon. Mr. Stevens: You have over twenty from eight to ten thousand 
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Mr. Cantiey: Yes, but I returned it yesterday. 

_ Sir Henry THornton: The answer is that we have not sold any in the 
last ten or twelve months. 

Mr. Cantiupy: You have some on the Pacific coast, for sale? 

Sir Henry THorNTON: Yes. ; 

Mr. Cantiey: And vou have received some tenders? 

Sir Henry THORNTON: Yes, but they were unsatisfactory. 

Mr. Cantey: Are vou still going to hold them on the Pacific coast, when 
it costs you money to: maintain them every day? 

Gir Henry THornton: No. We have six ships to-day that we are offer- 
ing for sale, three on the Pacific coast, but the tenders were unsatisfactory. 
We are now going to offer six for tenders. 

Mr. Cantiey: That is only one-half of the number that I think you ought 
to get clear of, no matter what you get out of them. 

Sir Henry THornton: That is what we are doing; we are selling them 
as fast as we can. We do not want to give them away; if we do we will have 
an uproar in the House of Commons that we are chucking them away. We are 
going to get the biggest price we can for each one of those ships, even if we 
have to wait a little while to get it. I think that is what we will have to do. 

Mr. Canviey: I do not want to press the matter further. 

Sir Henry THoRNTON: In principle, there is no difference between what 
I have said and what you have said, Colonel Cantley. 

Mr. Cantuey: Except that in the one case you would get action, and you 
are not getting anything done. 

Sir Henry THornton: In the one case you would move with a greater, 
degree of rapidity than I think the case requires. 

Mr. Cantiey: In the one case, I would be moving and you are not. 

Sir Hexry Tuornton: Yes, I think we are moving. 

Mr. McLean (Melfort): Supposing you were handling the Government 
Merchant Marine as your own private concern, and could secure sufficient money, 
what would you think of disposing of a percentage of these boats? You have 
about thirty-nine of them outside of those in the West Indies service. What 
would you think of disposing of ten or twelve of them this year and putting in 
two or three up-to-date freighters in their place? 

Sir Henry THornton: Looking at it as a private enterprise, divorced 
from the National Railway and the Government and everything else, in the first 
place if it were a private enterprise we would not be in business very long, under 


- present conditions. Personally the thing to do would be to get rid of the ineffi- 


cient ships and replace them with more efficient ships, under the present condi- 
tions. Your question is a hypothetical one, and if the Canadian Government 
Merchant Marine were a private company, the only thing to do would be to get 
better ships or go out of business. ; 

Hon. Mr. Dunnine: As a matter of fact, if it were a private company it 
would have to go out of business. It would not last thirty seconds. 

Mr. McLean (Melfort): What would you think of the suggestion to dis- 
pose of a certain percentage of them and replace them with up-to-date vessels? 
To-day the race is to the swift. 

Sir Henry THorNTton: The answer to that is that we are disposing of 
these smaller ships as rapidly as circumstances permit. Whether they should 
be replaced now by more modern ships in something which is involved in this 
whole matter of the future of the Canadian Government Merchant Marine which 
Geary raised, and with respect to which I have no answer to give to-day, as I 


do not know what we ought to do. 
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Nat Mi 
Mr. McLean (Melfort): You have invested a certain amount of money 
in organization and experience and in losses which someone would have to spend he 
in one way or another in starting in such a business. It seems to me it would a 
be a pity to sacrifice that by going out of business. ees 
Sir Henry THornton: Those are all factors which have to be considered s 
in connection with the Canadian Government Merchant Marine. | 4 
Hon. Mr. Dunnine: And it should not be forgotten that our West Indies 
policy was in the direction which you have indicated, providing new and better 
tonnage. | 
Mr. McLean (Melfort): I appreciate that. 
Mr. Grary: One needs to see it. ey 
Mr. McLean (Melfort): You have made a big start, anyway. In reference 
to the Hudson Bay service, the factor of speed must be quite important in put- 
ting a useful service in there. For instance, you would meet the possibility of 
poor weather conditions and the possibility of ice towards the close of naviga- 
tion, where small, slow boats might be in considerable danger, whereas up-to-. 
date vessels would have a wider margin of safety. | ONES GEC Sr 
Sir Henry THornron: I should think that was unquestionably true, 
although I am not experienced in navigation. Mest 
Mr, McLzan (Melfort): It seems to me that putting these smaller boats 
on, even as an experimental proposition, might injure the route a good deal | 
because they might be unsafe. Pes’ 
Hon. Mr. Stevens: I do not suggest the smaller boats, but the larger 
boats. ser 
Sir Henry THornron: The larger boats which might conceivably be put 
in this place are at present used to advantage in other services. | 


Mr. McLran (Melfort): I think it would take fairly fast boats to use- 
fully demonstrate that route. : : a 


Hon. Mr. Dunnine: There js just one factor. Last summer the depart- 
ment had to secure quite a lot of lumber from British Columbia. Through the 
good offices of the Merchant Marine acting as agents for the department, a 
tramp boat was chartered and loaded three million feet of lumber at Vancou- 
ver, sailed around to the Panama and around through the Hudson Straits and 
she was about of eleven knots speed, if any memory serves me right,—that is 
subject to correction. I did have a rough analysis made, and the cost of taking 
that lumber in that way was cheaper than if it has been. hauled in by rail, if 
the rail had been in. That is one interesting angle of the commercial experi- _ 
mental possibilities. We were not able to do that with a Merchant Marine . 
ship at all, because the Merchant Marine ships are all profitably employed _ 
otherwise. They were employed in such a manner at that time that they could | 
not be taken off. rei 

Mr. Geary: Something has been said about a reinforced ship. ne 

Hon. Mr. DUNNING: “We have not had any reinforced ships in there at all. 
The ordinary tramp vessel has taken in our stuff. | 

Hon. Mr. Srevens: There is just one point to whieh I was trying to direct 0% 
attention. It is not the question of types of ships or anything else; you are _ oy 
shipping on a new rcute. | ie 

Hon. Mr. Dunning: You mean the commercial experiment, Mr. Stevens? | a 

Hon. Mr. Stevens: Exactly. You have & new route there. I thought that 
you might take a certain number of your ships—-I used the word “dedicate”. Beat 
before—and dedicate them; then I used the word “consecrate” later,—putting 
them on that route, because unless you have arrangements with some steam- 
ship companies it will take some time to get the shipping world interested in that. 


Bras 
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Hon. Mr. Dunntnc: Your object and mine are exactly the same, Mr. 
Stevens. 

Hon. Mr. Stevens: I want to ensure that the route is operative from the 
moment that the harbour facilities are ready to handle freight. 

Hon. Mr. Dunninc: I have a very strong personal interest in that also. 
_ Sir Henry THoRNTON: You want to be sure the route has a fair run for 
its money. : 

Hon. Mr. Dunnine: The establishment by some agency through some 
means of what would constitute fair ocean and insurance rates from Churchill. 

Hon. Mr. Srevens: Absolutely. For instance, if you are going out on the 
open market, assuming that you could ship a cargo of erain, and you just simply 
vo on the world market and invite shipping there, your insurance rates and your 
shipping rates are necessarily going to be very high for the commencement. 

Hon. Mr. Dunntnc: Of course, there are other ways of accomplishing 
that other than taking unsuitable ships. However, I can only say this that 
what you are driving at is very much in the mind of the department, and of 
the government, and when that port is ready to ship grain there will be means 
found to have boats there to carry it; there must be. Most ports, like Topsy, 
have grown throughout the centuries. Here is a port that is going to start 
shipping grain on a given day, and shipping it, in all probability, in considerable 
quantities. ) / 

Hon. Mr. Srevens: I am just taking now a purely hypothetical case; 
assuming what I have suggested is no good, not to be entertained— 

Hon. Mr. Dunnine: I did not say that. 

- Hon. Mr. Stevens: Just assume that. Here are freighters owned by ship- 
ping companies; they are not going to go into Churchill at the commencement 
and experiment on that route at a rate that is going to show advantageously 
for Churchill. That is certain, is it not? 

Hon. Mr. Dunnina: No one would expect that. 

Hon. Mr. Stevens: Then in order to make a fair test you have got to 
make an estimate of subsidy for them. 

Hon. Mr. Dunnine: No. 

Hon. Mr. Stevens: Or, in some way or other, make up their anticipated 
loss in the initial stages—- | 

Hon. Mr. Dunnine: In getting ships to go in there at the present time, 
we, of course, charter them on a time charter. The owners, of course, do not 
give us a rate on the commodities. But it is possible, as Colonel Cantley knows, 
to engage ships on a time charter, and, of course, that is the way we have been 
doing. 

Hon. Mr. Stevens: Do not forget this; if you put on modern ships, as | 
have suggested, irrespective of the cost of operation, to carry grain out of that 
port, and if we were doing it from the standpoint of practical navigation suc- 
cessfully, you would sooner or later have the competition of other shipping com- 
panies, just as soon as they see you were functioning. Show them that you 
can function, irrespective of the cost, and then you would mighty soon have 
the shipping world in there competing with you on the question of price. 

Hon. Mr. Dunnine: That is worth considering, although I am rather stag- 
gered at the possible rates that would develop from the use of those small ships. 

Mr. Canriey: Mr. Minister, I understand Mr. Stevens’ suggestion to be that 


"you should show. the way by the employment of some of the Merchant Marine 


ships, some of the eight thousand or ten thousand ton class of ships which, from 


the observation you made, are not suitable for that trade; is that correct? 
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Hon. Mr. Dunnine: I would not say they are not suitable. I would say 
they are not the most economical by any means, that if you base your rate upon 
the cost of operating one of these eight thousand ton ships from Churchill across 
the North Atlantic you will not get a very good result. 

Mr. Cantey: Well, against that I would point out this, that a large pro- 
portion of the grain traffic from Montreal is carried on to-day in boats of eight 
thousand and ten thousand ton. 

Hon. Mr. Dunning: About ten thousand tons average. 

Mr. Canriny: And that is the traffic that makes the price, roughly, on carry- 
ing grain. I am not referring to liners. A certain proportion wall take it, but 
the great bulk of the world’s traffic in grain is the deadweight traffic. Take your 
grain trade out of Montreal, the ereat bulk of it is carried by tramp vessels of 
that character. If your traffic conditions through the Hudson Straits will not 
permit of the employment of that type of ship, you will then have to build a 
superior type of ship along constructive lines both as to hull and equipment of 
the Newfoundland sealers. If you are going to employ vessels of that class their 
cost will be fully 75 per cent greater than the type of vessel I am referring to. 
It will have to be demonstrated, and it can only be demonstrated through experi- 
ence, as to which class of ships can carry on that trade. Mr. Stevens’ sugges- 
tion is—and I think it is a good one—that you put on a few of these ships. I 
made the suggestion a few years ago. I suggested that if you put ten ships in 
there and got through safely I had nothing more to say about the practicability 
of the whole route. | 

Hon. Mr. Dunning: I can assure you, on the basis of the information that 
we have now, that we will do that, and I will say ten ordinary ships. 

Mr. Canriny: I am sorry I cannot accept your assurance. The real test is 
the actual work. You have your opinion, which is founded on a lot of informa- 
tion, and I have my opinion. 

Hon. Mr. Dunnine: It is founded on the ships that have been in there and } 
out in the last few years actually carrying cargoes. 

Mr. Cantey: Some of them went in there and never came out. 

Hon. Mr. Dunnine: Which one? | 

Mr. Cantiey: Two of them. 

Hon. Mr. Dunning: Which one? 


Mr. Cantiey: Two of them that Mr. Cochrane sent out. I have forgotten 
the name now. hae 

Hon. Mr. Dunninc: They went ashore on the mud in the Nelson river. 

Mr. Cantiey: They did get In, in one case, and never came out. : 

Sir Henry THornton: The answer to that is, that there are no ships of the 
Canadian Government Merchant Marine of suitable size available for this ser- — 
vice without taking them off routes on which they are now profitably engaged. 
The suggestion is a good one, and I would not hesitate to do it at all if the ships 
were available. 

Mr. Canrury: I will submit this, that if you will give me the information 
to enable me to pursue it, I think I could find in the list ships that can be put 
on that service without your losing any money. 

.*. Hon, Mr, TSUNNING??L do ‘not want any misunderstanding. I am not reject- 
ing the idea. I can assure you of this, that in some way shipping will be pro-. 
vided to carry cargoes. One of the possible ways is the suggestion put forward 
by Mr. Stevens, which must be examined, of course, and, in fact, is under exam- 
ination. Naturally our minds are on this problem, but we will have to see that 
it will conform to the general economics of the whole situation. It is just a mat- 
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ter of finding the best way to accomplish the thing which both Mr. Stevens and 
I have in mind, that is, that this route should get a fair test, not a loaded test, 
not a test which introduces extraneous factors which are favourable to the route, 
or on the other hand a test which by its very nature introduces unfavourable 
factors. I think that Mr. Stevens will agree that that is desirable. 

Hon. Mr. Stevens: I quite agree. 

Mr. McLean (Melfort): I agree with the Minister entirely in that, Mr. 
Chairman. I want to see all the favourable factors introduced in the opening 
of a new route like this, because there are sufficient handicaps that we have not 
yet overcome, and, if we can do it, we ought to give it a little leeway. We 
ought to put in all the favourable conditions we can to start the route. ‘There 
are factors such as lack of experience in navigation, and so forth. Sir Henry, 
perhaps you will be good enough to give me information on two points. One is 
as to the relative speed of your present shipping. 

Si» Henry THORNTON: The average speed of the present ships? 

Mr. McLean (Melfort): Of the various classes, the tens, eights and fives. 

Mr. Douerty: About nine and one-half knots; the smaller ones are shehtly 
slower, perhaps eight and one-half to nine knots. 

Mr. McLean (Melfort): The small ones are eight and one-half knots? 

Mr. Douerty: About eight and one-half to nine knots, and the others nine 
to nine and one-half knots. ‘Then the oil burners, such asthe Constructor, will 
probably do eleven knots. 

Mr. McLean (Melfort): That is the ten? 

Mr. Douerty: That is the ten, yes. They will do about eleven knots, I 
think. 

Mr. McLean (Melfort): Without regular steaming. 

Mr. Douerty: Yes, in ordinary fair weather conditions. 

Mr. McLean (Melfort): Sir Henry, would you say that your ships are so 
constructed and equipped that they can be run as economically as modern ves- 
sels that you would build to-day, if you were going into the market to-day? 

Sir Henry THornton: No, they are not. 

Mr. McLean (Melfort): What percentage of increased cost is entailed 
in the operating of your ships on account of lack of modern construction and 
equipment? 

Sir Henry THorNton: I certainly cannot answer that off-hand. Can you, 
Mr. Doherty? 

Mr. Douerrty: No, sir, I cannot. 

Hon. Mr. Stevens: I wonder, could I ask Mr. Doherty, or one of your 
staff here; there has been a great deal said about these ships-—I am speaking of 
the eight thousand and ten thousand ton class—being so hopelessly inferior that 
they cannot be operated in any economical way. Just in what respect are they 
‘nferior to the normal 8,000 or 10,000 ton freighters? 

Sir Henry TFHorNToN: Before that question is answered, I do not want 
anyone to get the impression that they are hopelessly inferior. | 

Hon. Mr. Srevens: That is the impression we get. Every time we ask a 
question it is given back to us that there is no hope with these ships, that these 
ships by construction and equipment are very inferior. 

Sir Henry THoRNTON: They are not modern ships, and are not as suscep- 
tible to equal economic operation as a modern ship, but I certainly do not want 


to give the impression that these ships are no good. 


Hon. Mr. Stevens: We know that they are not passenger ships, nor liners; 
they are just freighters—plain ordinary freighters. 
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Mr. Donerty: The modern freight steamer built for the tramping trade | 
is so equipped that she can handle cargoes better than we can with our vessels 
which are not built essentially for such a trade. . Ben 

Hon. Mr. Stevens: You mean, for instance, vessels of ’tween deck con- 
struction. 

Mr. Dourerty: Yes. These steamers have been operating in a certain — 
trade, but we find that their slow speed operates against the possibility of our 
getting a paying cargo. } 

Hon. Mr. Stevens: Take an ordinary freighter—I see hundreds of them 
each year—such as are carrying cargoes of grain and lumber from Vancouver, 
or such as stop at Montreal; what. speed do they make? 

Mr. Dourrtry: About the same speed as our steamers, except that the more 
modern tramp steamers will make greater speed, but the general run— 

Hon. Mr. Stevens: I am speaking of the general run. 

Mr. Dourrty: The speeds will be about the same. 

Hon. Mr. Stevens: Of course they will. | ; 

Sir Henry THornton: Another thing which I think has had some effect— 
Mr. Doherty can correct me if I am wrong—is that since the war there has been 
a very considerable ocean tonnage built of a very modern character, with respect 
to which we come into competition, and one of the effects of that has been to 
put out of business a very large number of our older ships. For instance, last. 
Faster, I saw in the James river I should think about sixty ships which were 
built by the United States Government during the war, and which are simply 
anchored there doing nothing. They looked from the outside to be fairly ser-_ 
viceable ships; yet, because of their relatively small size and perhaps their 
slower speed, they cannot be used commercially. Soe we come into competition 
with a considerable increment of ocean tonnage of a modern character, built 
since the war. I do not say that I saw dozens of ships; I saw acres of ships. 
I think they estimate them by the acre, and they were anchored in the James 
river, and apparently there was no use for them. 

Mr. Hanson: You can see them yarded up in the Panama canal. I have 
seen lots of them. ) | 

Mr. Jexuirr: If I may venture to go back to my former question with 
respect to the reduction of rates, I think it came out yesterday that there were 
some reductions on flour, and if I remember rightly, on lumber. I would like to 
know how many commodity rate reductions there were, to try and bring out 
the fact whether we will have to face the same factor in the future. 

Sir Henry TuHornton: I think what you have in mind is a general state- 
ment with respect to the rate situation last year as compared with the year 
before. 


Mr. Dourrty: Every service has had its own peculiar difficulties, and to ~ 


give Mr. Jelliff a general answer would scarcely be fair. If we could deal with 
the different services as they are, or as they have been, we could tell you what 
the corresponding earnings have been. 

Sir Henry THornton: Mr. J elliff, I think an answer to your question will 
emerge when we come to consider each one of the routes with the earnings and 
deficits of each route. At that time the rate situation can be revealed moré 
intelligently than by giving you a general answer now, which probably would 
not mean anything. 4 Beri 

Mr. Jexuirr: There is one answer which perhaps you can give, as to whether 
there was anything like a general reduction. Nes ree: ; 

Mr. Douertry: In certain of our services the reductions were very drastic— 

Mr. Woop: And wholesale. Na 
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Mr. Cantiey: Will you be eood enough to explain why you have taken 


these seven vessels out of one service and transferred them to the Railway 


Depart? 


Sir Hpnry THornton: They were transferred to the Canadian National 


_ West Indies service. 


Mr. CantuEy: Why? What is the object? 

Sir Henry THorNTON: Because the company is a corporate entity and 
should own its own implements—should own its own ships. I do not know Just 
what you have in your mind, Colonel. 

Mr. Cantiey: I am not quite able to see the necessity for the change. 
Could you not have chartered the boats? 

Sir Henry TuHornton: Yes; we could have done half a dozen different 
things. : 3 

Mr. Cantiey: Why do this particular thing? I am not criticizing. I am 
asking for information. 

Sir Henry THORNTON: We have a company known as the “ Canadian 
National (West Indies) Steamships, Limited,” and they own the five new ships, 


and it was thought preferable for them to own all of these seven other ships. 


Mr. Cantiey: At what rate were they transferred? 

Mr. Cooper: We gave that yesterday. 

The Cuairman: About $25 a ton. 

Hon. Mr. Stevens: The list is in yesterday’s evidence. 

Mr. Hanson: In any event, that is the plan you adopted? 

Sir Henry THoRNTON: Yes. 

Mr. Hanson: And it was necessary to have these seven ships for that ser- 


~ yice in addition to the five Lady boats? 


Sir Henry THornToN: Yes. | 
The Cuatrman: I think we will probably make more progress if we go 


Res on item by item. 


ae. 


Mr. Coopmr: The book value of the vessels as of December 31, 1927, is 
shown at $62,370,683.92. 
Hon. Mr. Stevens: That is a reduction? 
Mr. Cooprr: There was a reduction during the year of $1,124,335.14. 
Hon. Mr. Stevens: Written off? 
Mr. Coorrr: Yes. 
Hon.:Mr. Srevens: Ships scrapped, sold, disposed of, etc., etc. 
Mr. Coorrr: It was the Canadian Raider which was ee out—just one 


Hon. Mr. Stevens: How much did you take out of the depreciation fund 
for that? 

Mr. COOPER: The amount of iat accrued against it was $336,- 
094.03. 

Hon, Mr. Stevens: That was taken care of out of the depreciation reserve? 

Mr. Cooper: Yes, 

Mr. Geary: It is credited to depreciation reserve? 

Mr. Cooprr: It is charged to depreciation reserve. 

Mr. Guary: And the rest is what? 

Mr. Coopmr: The capital cost of the ships is written off as against the 


capital liability account, which is represented by the capital Soe 


Mr. Geary: And it just naturally disappears? 
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Mr. Coorer: Yes, absolutely. The amount of interest included is re- : 


duced; the amount Bt depreciation is reduced, and to that extent Me profit | 


and logs deficit is reduced. 


Mr. Geary: That means your Sa easie Wey reserve is not auecnag You ; 


could have taken the whole capital cost out? 


Mr. Coorer: No. The book value was $1,151,000, and the depreciation is “ 


shown at $336,094.03. We accrued the interest at a rate of 44 per cent. 
Mr. Geary: Was it destroyed? ; | | 
Mr. Cooper: It was wrecked, yes. Meal 
Mr. Geary: Any insurance? or 
Mr. Coorer: Yes, there was a.small amount of insurance—$152,000. 


Mr. Guary: You ought to be able to take care of all of your losses, because 
that is taken as a factor in setting up depreciation. 


Mr. Cooper: We would not expect that unless a boat lived twenty-five 


years, and we accrued depreciation on a 4 per cent basis. 


Mr. Geary: That is set up on a general basis. You may lose a ship at 
the end of a year, and you take care of that in estimating your depreciation— 
the same with obsolescence, wearing out and destruction. 


Mr. Cooper: This had a book value of $1,151 000, and with that accrued 
interest for:depreciation at the rate of 44 per cent, the total depreciation accrued 
to date was $336,094.03. 


Hon. Mr. Stevens: You said that there was $152,000 insurance. Was 
that insured in your own insurance reserve? 


Mr. Cooper: Yes. There would be about eight years’ depreciation accrued 
against this particular ship. 


Hon, Mr. Dunnine: Mr. Cooper, to clear it up, you might deal with one 
of the cases where you sold a vessel. ' 


Mr. Cooprr: It is exactly the same thing. 


Mr. Geary: You do not set up a depreciation reserve to take care of 
accidents? ' 


al Cooper: They are covered by insurance. 
. Geary: You have not insured them up to their value? 


a Cooper: No, only on the present day value. These boats are all 
carried in the investment account. 


Sir Henry Tuornton: If we could insure these ships at their original 


value, the solution would be simple. 


Mr. Geary: Your present value is approximately your book value, less — 


depreciation? 
Mr. Cooprr: No, sir. 
Mr. Geary: Why -not? 


Mr. Cooper: The insurance value is something like $28 a ton. We only 
collected from the insurance company, with respect to that vessel on the basis — 


of $28 per ton dead weight. 


Mr. Grary: Your present value is presumably your book values less your 


meee 
. CoopEr: No, gs 
a Geary: Why not? 


Mr. Cooprr: The insured value is something like $28 a ton—we only collect — | 


from the insurance company the present worth of that vessel, which is on the. 
basis of $28 per ton. 


7 


cost. 


that. 
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‘Mr. Geary: They have depreciated faster than you have allowed for. 
Hon. Mr. Srevens: The capital cost was enormously above the present 


Mr. Geary: That may be true, but theoretically the value less the deprecia- 
tion should leave the present value. 

Sir Henry THornton: If the ship lived out its life. 

Mr. Geary: We are talking at cross-purposes. There is that much left 
in the book value of the ship, as representing the difference between the cost 
price and the depreciation, theoretically. That must be sound. 

Hon. Mr. Srevens: And if you cannot insure it for that, you must lose 
the difference. , 

Sir Henry THORNTON: We could not insure these ships for that. 
Mr. Geary: Therefore you have to take their residue value. 
Sir Henry THornton: Nor the residue value; if we could, the faster they 


are wrecked, the better. 


Mr. Geary: The depreciation is only set up to represent the used up value? 
Mr. Cooper: Your argument would be correct, Colonel Geary, if present 


day values were equal to the cost of these vessels. 


Mr. Geary: They were over-cost, really? 

Mr. Coover: As compared with present day values. 

Hon. Mr. Stevens: About three times. 

Mr. Geary: And their inventory value would not represent anything like 


Mr. Cooper: And for those reasons, Colonel, yesterday you spoke of the 


operating loss being something like $3,600,000, which you arrived at by taking 
the loss and adding to it about $2,400,000 odd for depreciation. That is not 


correct, as it represents something on the book costs of the vessels which 1s 


dian Government Merchant Marine, Sir Henry, we should not reconstruct the 


with. 


ave Se ee SR eed 
el Aeon er he 


altogether out of proportion to what the operating cost should be fairly charged 
Hon. Mr. Srevens: Is there any reason why, in connection with the Cana- 


financial situation so as to reflect a fair value for these ships? 

Sir Henry THornton: That principle, of course, is obvious, and cannot 
be successfully attacked. It is true of the Canadian Government Merchant 
Marine, and it is also true of the greater portion of the- Canadian National 
Railways. 

Hon. Mr. Stevens: That is true, and why should we not do it with the 
Canadian Merchant Marine, which is not embarrassed with the suit which the 
other day was threatened against the Canadian National Railways? 

Sir Henry THornton: That is one of the things which we have to do 
in connection with the whole situation. 

Hon. Mr. Srevens: It is manifestly absurd to go on piling up this dis- 
crepancy each year, and in this instance if you have a ship lost you have five 
or six hundred thousand dollars which cannot be covered in any way shape 
or form by depreciation or insurance or in any other way. 

Sir Henry THorNTON: We have to consider the whole question of policy 
in respect to the Canadian Government Merchant Marine and _ the railways. 
And in connection with it there can be no argument but that it ought to be on 
a sound financial basis if it is to be continued. 

Hon. Mr. Stevens: Why not do it? 

Sir Henry THorNTON: That is one of the things which we have under 
consideration, and we may do it. 
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Hon. Mr. Dunnine: Provided that the general principle meets with — 
Seer ay 
. Geary: Oh, there is no doubt of that. 

Mr. CaNTLEY: Certainly that is right. 

Mr. Geary: The more you write it down, the more money you will make, 4 

Hon. Mr. Stevens: I think that construction could not be put upon it. — 

Sir Henry Tyornton: J think that construction could hardly be put upon 
what Mr. Stevens said or I said. There is a very ample margin in the capital 
account to write these steamers down to a very fair value, and still be suc- | 
cessful. 

Hon. Mr. Stevens: These steamers were cougaer a at from $67.50 per. 
ton up to $100 per ton? 

Mr. Cooper: More than that. 

Hon. Mr. Stevens: The lowest was for contracts at $67.50. 

Mr. Woop: Oh, there were several that went up to considerably more than 
$100 per ton. 7 
Hon. Mr. Stevens: And they are worth to-day to build from $45 to $50 — 
per ton. 

Mr. Woop: New ships, I think, could be built around $45 a ton. 

Sir Henry THornton: In connection with ocean rates, you have to under-. 
stand, as you no doubt do, that there is no regular body which passes Gee 
and fixes ocean freight rates, 

Mr. Hanson: That is to enforce the rates, but I think it may be said that 
there is a body which does fix rates, with equal effect, practically,—the North 
Atlantic conference. 

Sir Henry THornton: And more than that, ocean freight rates are fixed 
by competitive conditions very largely. 

Mr.gHanson: I wish they were. : 

Hon. Mr. Srevens: And they would be fixed upon the coe of to- ae 
largely, so that I think you might as well wipe out this terrible deadweight loss 
which you are having year by year, which is very much against you. 

Mr. Geary: Are you referring to writing off all the ships? 

Hon. Mr. Stevens: I am referring to the $61,000,000 for ships, which are 
worth only about $80,000,000. 

Sir Henry THornton: Mr. Stevens is referring to the present condition 
of the accounts, which was very peculiar. 

Mr. Canriey: Why not face the situation and write them down to what 
the value should be. . 

Sir Henry THornton: We have been carrying that burden both on the 
Canadian Government Merchant Marine and on the Canadian National Rail- 
ways for six years, and it is discrediting and disheartening and puts the Cana- 
dian situation in a false position. 

Mr. Cantey: Here there is nothing involved except the mere fact of 
writing the thing off. 

Sir Henry THornton: You and I do not differ one hair’s breadth on brat 

Mr. Grary: What would happen to your balance sheet? 

Mr. Coorer: We would write off the liability to the government. 

Mr. Geary: And that is carried now as an asset, is it not? — : 

Hon. Mr. Dunning: I cannot say as to that now, Mr. Geary. My © 
impression is that the notes have been written off as ships have been sold. 2 

Mr. Cooper: The entire Dominion HEA a is in the net debt, and is _ 
not carried as an active asset, 


® 
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Hon. Mr. Dunning: When you sold a vessel, your notes to the Dominion 
with respect to that vessel had to be taken care of, and are taken care of by 
writing off immediately? 

Mr. Cooper: Yes. 

Mr. Cantizy: If you do that, our depreciation account should be increased 


over 4 per cent. On a new ship you write off half her value in ten years, and_ 


there is no ship afloat which is worth half of her cost value in ten years. 

Hon. Mr. Dunntnea: If we come back next vear with a readjusted Mer- 
chant Marine, I understand we will have your approval in principle? 

Mr. Cantiey: Yes, you will. 

Mr. Geary: I do not say that you will at all have my approval. 

Hon. Mr. Stevens: You will have, as far as I am concerned. I think it is 
perfectly ridiculous that we should go on kidding ourselves that we have this 
$61,000,000 assets when we have nothing of the kind. And not only that, but 
you have other charges which are not operating, of $3,900,000, and that is 
included in the total defieit of $57,784,000. At least half of that interest charge 


~ should not appear there at all. 


Mr. Geary: It is the same principle which enters into the reconstruction 


‘of the National Railways. There are a great many other factors which I would 


want to consider before | would agree to it. 


Hon. Mr. Dunnina: I do not think it 1s fair to the railway to say that the 
condition is the same, because in this case the assets to-day are undoubtedly 
not worth their depreciated book cost, on account of the high original cost. No 
one is claiming that the railway is in that position, so far as its physical assets 
are concerned. The parallel is not exact, I would say, for consideration. 

Mr, McLean (Melfort): It would not make any difference to the Marine 
administrators if the capital disappeared altogether, because at the present time 
the capital is not earning operating cost, whereas the railroad is earning more 


than its operating cost; and it would be more encouragement to the railway 


if they were put on a sound financial basis. 
Mr. Geary: -Who is to say that the capital account of the Canadian 


National Railways represents the proper capital cost? 


Mr. McLean (Melfort): I would not say as to that, but it is more encour- 


aging to the railway than the present position is to the Merchant Marine. 

Mr. Geary: <A good deal more would have to be said before I would say 
that I would agree. ye 

Mr. Cooper: I was just thinking, Colonel Geary, we are figuring 4 per cent 
depreciation on a boat at $200 a ton while the present day cost would be about 
$25; we are therefore figuring at the present time depreciation at about 32 per 
cent on the present day value. 

Mr. Geary: You would have to write it down to its present day value, to 
have your book accounts of much good. Your 5 per cent or 44 per cent depre- 
ciation in ten years would just about bring about the result which Colonel Cant- 
ley says that you have, a half value there; and you have the other half repre- 
sented in your reserves. 

Mr. Cooper: We are writing off only about 32 per cent. 

Mr. McLean (Melfort): You are saying Colonel Geary, that if you cannot 
write off the proper proportion of the cost for. depreciation, you should increase 


_ your depreciation? 


Mr. Geary: ‘You should write off the cost every time you lose a ship. It 
it has not lived out its life, you have not written off anything lke its book cost 
during its life. Supposing it lives a full life, at 44 or 5 per cent your deprecia- 
tion reserves will not anything like meet its book cost. 
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Mr. Cooper: 44 per cent on the present day Sane Been 


Mr. Geary: No, you set up the depreciation on the book cost. and ‘say 1e 
percentage is fixed on a twentv year life. If at the end of Une Sages oa the 
ship dies, your reserves would equal your book cost? : 


Mr. Cooper: Yes, surely it would. i 
Mr. Geary: It is Sane in. case of an accident that it would not. 
Mr. Cooprr: It is where the life of the vessel is less,— 

Hon. Mr. Dunnine: Or in the case of a sale. 


Mr. Geary: The only time it is right is when you fix upon ‘its lite and it 
lives its whole life. a 


Mr. Cooper (Reading): 


Plant and equipment 3-6 5 aes ee $ 59,182 26 

Office furniture & fixtures... .. .. .. ... 56,050 26 

Ober es ee ee ee 285 00 : 

Total... vs ee ee 

Current: 3 Ne eee 

Gash in banks o. o04 ee oe ey ge . 

Accounts receivables bs se oe ed ee 

Due: by “agents. 0.8 we 080,091 -09 

“ Advances to Captains, Crew and Agents $ 95,943 10 

Inventories of Stores and Supplies =; 5 Fe 3 189: 407 ro | Hass 
Total asi ME Peer ay ea Play he "$1,684,973 53 

Unadjusted Debits Me Mees agi hee ees ge di 66,850 02 

Insurance: Fund... 2) a. ee 1G Se, ee 3,308,733 oe 


That is the investment of the fund. 


Hon. Mr. Srevens: What is that invested in? 


Mr. Coorrr: Dominion of Canada Bonds, Guaranteed Bonds ‘and «d Municipal 
Bonds,—all high class. 2 


Sir Henry Tuornton: It is all es in sound securities, 
Mr. Geary: Trustee securities. 7 
Mr. Hanson: It is an actual fund, then, not invested | In ships, = 
Mr. Cooper: Yes, real money. 


On the liabilities side of the balance sheet we have the Capital Stock 
$450,900.00. 


Mr. Geary: The Capital Stock, does that represent cash at all? See 
Mr. Coorrr: The $900 was way I believe. - - 
Mr. Hanson: Those were the Dice qualifying shares? 
Mr. Cooprr: Yes. > 
Mr. Geary: They were issued as paid up? - | ae 
Mr. Cooper: They are fully issued stock. There was $10, 000 one 


boat. We have forty-five vessels, and we have $450,000 of outstanding sto 
plus $900, nine shares for Directors’ qualifications, — is 


Mr. Geary: Paid in cash or arranged? 

Hon. Mr. Stevens: All that is owned by the government. te eae 
Mr. Cooper: The $450,000. Cn 
Mr. Geary: The gentleman who bougnt the stock get no aS 
Mr. Hanson: Oh, the government put up that money, too. 
Sir Henry ie That is a philanthropic movement. 


— 
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: Mr. CoopPerr: (Reading) 
- There were issued— 


“6,609 Shares of $100,000 hat .. -. $ 660,900 00 
Less: 
Cancelled or held in Treasury in respect 

of Vessels disposed of, 2,100 Shares 210,000 00 

| ee 40 900.00 

Dominion of Canada Account: . 
Notes payable and Advances due Do- : 

minion Government (Secured by 


Mortgages on Vessels).. .. .. .. 60,689,671 67 
Other Advances by Dominion Govern- 
ment... ., . 10,639,902 45 


Interest Accrued to December aD 1928 29,005,063 00 

oe $100,384, 6387 12 
Advances. by Canadian National Railways... ..-.. :. $335,245 47” 
Hon. Mr. Stevens: What was that? 


Mr. Coorsr: The Merchant Marine was a little short of working capital, 
and it was necessary that the National Railways should lend them that amount 
of capital. It is somewhat of a temporary situation. 


Mr. Geary: You have only about $1,700,000 working capital? 

Mr. Cooper: We have not as much as that. 

Mr. Hanson: There are current assets. 

Mr. Geary: Don’t bother. What do you call your working capital? 


_ Mr. Coorrr: I should say it would be everything except the capital assets 
atid the capital liabilities, apart from the investment of the insurance fund, 
~ which could not be drawn upon for ordinary working purposes. You see, apart 
from those unadjusted debits, it is all current. 


Mr. Hanson: As a matter of fact from the examination of these accounts 
it would show you have not any net assets. 


Mr. Cooper: We have some working capital. Altogether we have 
$1,412,000 of working capital. We had not received at December 31, 1928, 
our full deficit for that year by an amount of $533,000. So that the net work- 
ing capital position at December 31, 1928, was $879,000; but when we have 
been reimbursed by the government for our full deficit in 1928, it will be 
$1,412,000. But that again is a little short of what we should have. 


The CuairMAN: Accounts payable. 
Mr. Coorrr: “ Accounts payable, $1,175,212.97.” 
Hon. Mr. Stevens: What are they? 
Mr. Cooper: They are vouchers unpaid. 
- Hon. Mr. Stevens: Just open account? 
Mr. Cooprr: Chiefly. 
_Hon. Mr. Srevens: That is not large. 
Mr. Cooper: No, it is quite current, too, it is in October, November and 
December accounts. 
Mr. Hanson: All over the country? 
Mr. Cooprr: Yes, coal, fuel and everything. 
Hon. Mr. Stevens: Just current accounts? 
Mr. Cooper: Yes. 
Mr. Hanson: As against $218,128.44 of accounts receivable. 
Mr. Cantey: There are amounts due by agents. 
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Mr. Coorrr: (Reading) : ey 
Balances of Uncompleted Voyages.. .. .. .. $200,234 52 


Reserve for Depreciation—Vessels .. .. .. .. 19,019,420 43 
Insurance. Reserve’ +5... Gi plane geet Olen atl 
Profit, and Loss=—Deficit) 2 a re 51,784,583 60 


The CuarrMAN: Is it desired by the Committee that we should go through 
the operating account in detail? | 

Mr. Cooper: Any questions on the revenue account, [ think Mr. Wood or — 
Mr. Doherty would answer. . 

Hon. Mr. Srevens: On Operating Account, I remember that on previous 
occasions there has been a hesitation to disclose the voyage returns, which is 
quite natural and, I think, probably quite proper, because you cannot disclose to: 
your competitors just exactly what you have secured out of various voyages. 
But I wonder could we get a statement of the various services you have, and 
what is the general result from those services? Take all regular and well estab- 
lished services first. 

Sir Henry THornton: I think you will probably pretty well clear up this 
operating account, both as to revenue and expenses, 1f you would consider as I 
think you did in past years, the various routes on which we maintain services. 
Now, as in the past, as Mr. Stevens has said, this discussion should not be made 
public. 

Hon. Mr. Srevens: I think that is quite fair. 

The CHarrman: We will ask the press not to take down anything Sir Henry 
says on that heading. 

Sir Henry TuHornton: In former years, when we came to discuss the voy- 
age accounts we asked the press to retire. 


Hon. Mr. Stevens: I would suggest that we néed not go into the voyage 
accounts. I am speaking for myself, and Colonel Cantley agrees with me. Other 
gentlemen may express their own views. If we get a picture of the services, 
without going into the voyages, I think it should be satisfactory. 

Sir Henry THornton: I rather think, Mr. Stevens, I could give you a state- 
ment in general terms without going into the respective voyages, which would 
serve your purpose, and which would disclose nothing more than could ordin- 
arily be obtained. 

The CuatrMan: Is there any objection to that being made public? 

Sir Henry THornton: No, not in that respect. 

The CuairMan: Alright, gentlemen. 


Sir Henry THornton: The situation is as follows, gentlemen: In 1928 there — 
were 235 voyages, from which the total revenue was $9,112,484.53, divided as 
follows: from export revenue, that is to Say revenue on exports from Canada, 
$9,197,833.70; and on import traffic $3,914,600.83; making the total above given. 

Now, as compared with last year, that is with 1927, we operated 240 voy- 
ages from which the total revenue was $10,212,159.04; of that amount, from 
exports there accrued $6,591,054.52; and from import traffic, $3,621,104.52. 

The routes covered in 1928 were: London and Antwerp; Cardiff and Swan- 
sea; West India, passengers; West India, freight; Halifax to West Indies; to 
New Zealand and Australia; to South America; to Newfoundland; and Charters. 

In 1927, the routes covered were again: London and Antwerp; Cardiff and 
Swansea; West Indies, passengers; West Indies, freight; Halifax to West Indies; 
Australia and New Zealand; Newfoundland; and again, Charters. 

Then in addition to that, on the Pacific coast there were the inter-coastal 
services, the Pacific coastal services, Vancouver to Great Britain, and Vancou- 
ver to Antwerp. 
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4 Mr. Geary: And South America? 
- Sir Henry Tuornton: That is not in this year’s accounts. There were 
_ four sailings to South America in 1927. 
— Hon. Mr. Stevens: You have cancelled the Vancouver and Great Britain 
route? 

§ Sir HENRY “Hage Yes, in 1927, that was cancelled; that does not 
appear in 1928. 

Mr. Jevurr: Have you the incoming and outgoing revenue? 

Sir Henry THorntTon: I just gave you that. The export would be out- 
going and the import would be incoming. 

“Mr. Jevuirr: I meant the routes. 
2 Sir Henry THornvon: Yes, I have that for each route, but I understood 
~ we would not go into any detail. 
. Mr. Jeviirr: No, I would not ask for that. 
| Mr. McLean (Melfort): 1 notice that there were $1,100,000 less earnings 
Jast year than the year before and the tonnage was greater. 
Sir Henry THornton: The tonnage was greater, and the earnings were 
~ Jess due to reduced rates. I think most of it was due almost entirely to reduced 
freight rates. 
Mr. McLean (Melfort): About 10 per cent reduction. 
Mr. Bett (Montreal): Has the rate war been settled at all? 
Sir Henry THornton: Yes, that has been settled. 
The CHarrMANn: The war js over. 


~Mr. Hayson: Just in what way has the New Zealand rate been settled, 
you have taken about two-thirds for yourselves. 


Mr. Woop: We succeeded in getting two-thirds of the voyages because we 
~ succeeded in getting two-thirds of the entire business built up during the pro- 
cess of probably two or three years. 


Hon. Mr. Stevens: Is that from eastern ports? 

Mr. Woop: From Montreal in summer, and Halifax in winter, through the 
Panama Canal. | 

Hon. Mr. Stevens: But not from Vancouver to New Zealand? 

Mr. Woop: No. : 

Mr, Geary: Is it mostly butter? 

Mr. Woop: No, we do not bring any butter; the other fellow does that. 
I am sorry we do not bring the butter as we would earn more money. 

Mr. Hanson: You are handicapped for the butter trade? 

Mr. Woop: We are not equipped for the butter trade, unfortunately. If 
it comes, we would like to handle it. There is a ship leaving New Zealand in 
a week with 12 000 boxes of New Zealand apples coming into Halifax. Those 
apples are packed in boxes made out of British Columbia lumber. 

Jenkins: Where would those be destined for? 

r. Woop: For points in Quebec province, and Ontario, as fay west as 
Fort Walters 

Mr. Geary: They do not send any to the Okanagan? 

Mr. Woop: They are all sold to arrive; none are sold on commission. 

Mr. Betu (St. Antoine): Can we get cecal: of that apple shipment from | 
New Zealand? 

Mr. Woop: Twelve thousand boxes. 


m 
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Mr. Beuu (St. Antoine): Would it be out of the way to ask how the freight ' 
on ship shipment would compare with the freight on apples from the Okanagan — 
valley to Montreal? | 

Mr. Donerty: Probably 75 cents per hundred on boxes from New Zealand. 

Mr. Brett (St. Antoine): And what would it be roughly from say the 
Okanagan Valley to Montreal? ? 

Mr. Woop: I think it is one dollar and a half per hundred pounds. 

Mr. Power: How does it compare in terms of boxes? 1, 

Mr. Douerty: I would say about the same. 

Mr. Woop: The same size of boxes. 

Mr. Jenkins: What time of the year would they come here? 

Mr. Woop: They are coming now. 

Hon. Mr. Stevens: From now until about the end of July. We have had | 
Australian apples coming to Vancouver for the last thirty-five years, to my 
knowledge. Of course, we ship them out of British Columbia because of a 
certain moth. There are no regulations in the east. That is a provincial regu- — 
lation. ; ms 

The Crairman: In view of what Sir Henry has told us, is it still the desire 
of the Committee to go through those operating accounts, item by item? 

Mr. Hanson: Has Sir Henry completed his general statement— 

The CuairMAn: That is the general statement. 

Mr, Cantiey: There are only one or two items here that I would like to 
ask a question on; one is, with regard to the cablegram account. The business — 
was not much greater than it was the year before. What was the cause of the 
difference in figures this year? 

Sir Henry THornton: General run of business. 

The CHamrMan: Do you want to consider the deficit account? 

Dr, Berti (St. Antoine): Before vou leave that, Sir Henry, I see by the 
newspapers that you are now agents for the Norwegian American Line. Is | 
this a new departure on the part of the Canadian National to become general — 
steamship agents? You might explain that to the Committee? - 

Sir Henry THornton: Certain steamship companies, for convenience, 
represent us abroad, and we represent certain steamship companies for con- 
venience here. The details of that Mr. Wood can tell you about, or Mr. 
Doherty. Is that it? 

Mr. Woop: Just about that. They have come in here and asked us to 
take care of them, that is all. : 

Sir Henry THornron: There is a certain traffic advantage as far as the 


railway is concerned in representing certain steamship companies. It involves — 
no particular significance. a8 
Mr. McLean (Melfort): You evidently handled your traffic a good deal 
cheaper last year than the year before; $1,112,000 less money handled more ‘i 
freight and you only increased your deficit by $500,000? = 
Sir Henry TuHornton: That is right. f ee 
Mr. McLean (Melfort): You handled your business more cheaply, or 
more efficiently? . 
Sir Henry THornron: Probably a little of both. 
The Cuarrman: Any questions, Mr. Geary? ae 
Mr. Geary: I was going to ask Mr. Cooper to explain that item of interest — 
on notes due Dominion government, $490,000. ae 7 
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: Mr. Cooper: That is in connection with the writing off of the Raider, 
which we explained we had to write out from the depreciation reserve and the 
interest from the interest accrual account. Of course, that reduced the deficit 
= account. : 

Mr. Geary: Then your liability in connection with that was written off 

by the government too? 
te '3 Mr. Coorrr: Was written off by the government. 
a Mr. Guary: Yes, if they had a charge for interest against you— 
Mr. Cooper: No, they do not accrue interest in the government accounts. 
It is not represented in the government accounts in any way. 

Mr. Geary: Then it is on notes due the Dominion Government; the 

~ Dominion Government must have those notes? 

Mr. Cooper: They have notes, but in the public accounts they do not set 
up as accounts receivable for interest from the Merchant Marine. 

Mr. Geary: So that was never charged up in the government accounts 
at all? 

Mr. Cooper: No. As a matter of fact, im connection with the Canadian 

- National Railways, for the total interest $280,000,000, there is no corresponding 
asset in the government books. It is the same thing with the Merchant Marine. 

Mr. Hanson: I would Like to ask a question, Sir- Henry, which is not 
eermane to those operating accounts. Is it your opinion that the operation of 
the Merchant Marine has had any effect, and if so what, in cutting down 
transatlantic and other freight rates, because if it has not I do not see much 
use in keeping up this Merchant Marine. 

Sip Henry THORNTON: Well, that is not altogether an easy question to 
answer. 1 think myself it. has had a certain indirect beneficial effect as far 
as the Dominion itself is concerned. The knowledge of every steamship com- 
pany that the Canadian Government has a Merchant Marine service which is 
entirely unhampered in the matter of freight rates, I think, has the effect 
of probably preventing extortionate rates. But the question is by no means 
an easy one to answer off-hand. 

Mr. Hanson: Your suggestion is this, that it has a deterrent effect in keep- 
ing those fellows down? 

Sir Henry THornTON: I should think that that would be a fair statement. 

Mr. Hanson: I call your attenion to the situation so far as the Nova 
Scotia fruit growers are concerned. As you are aware, nearly all the apples 
grown in the Annapolis Valley are exported to the old country. The Co-opera- 
tive Growers’ Association were notified by the North Atlantic Conference that 
if they would ship all their stuff by the Conference steamships they would have 
a rate, we will say, of 90 cents a barrel, but if they did not ship the whole 
crop it would be $1.10 for any portion that they did ship. That is about 
‘right, is it not, Mr. Wood? 

Mr. Woop: The inference there is that the balance of the stuff would be 
shipped by tramps. That was to prevent them using tramp ships. 

Mr. Hanson: Or anything outside the Conference? 

Mr. Woop: Anything outside the Conference. 

Mr. Hanson: For instance, over the Merchant Marine. 

Mr. Woop: Well, I do not think we figured anything on that business at all. 

__Mr, Hanson: You had no service? — 
Mr. Woop: We did carry some apples. 
Mr. Hanson: My information was that you did carry it? 
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Mr. Woop: We carried some. 

Mr. Hanson: And they indignantly refused it, even though it cost them ’ 
more money. I got this from one of the shippers; with the result that they 
were penalized on any shipments they made by a Conference ship. Would 
your service have any effect on breaking up that discrimination—because that 
is What it is. 

Mr. Woop: No, I do not think so. 

Mr. Hanson: You could not help that situation? | 

Mr. Woop: Our service is not large enough, an odd shipment on a small 
ship, would not carry ‘very many; our ships going into Swansea would carry — 
only a few apples. Liners of big capacity would carry 15,000 barrels where ~ 
we would carry three or four, and give a more frequent service. They would 
probably ignore us in the matter. 

Mr. Hanson: So that your being a factor in the situation would not help? 

Mr. Woop: If we had services to all ports it would make a vast difference; — 
of course London would count, but our ships could not carry very many apples. 

Mr. Jeuurr: To get back to the question I asked previously, Sir Henry I 
think said there had been a drastic reduction in rates. I would like to get an- 
idea of the commodities to which that applied. 

Sir Henry THornton: Mr. Doherty will explain that. 


Mr. Douerry: Without disclosing the services I would like to give you an 
indication of some of the tonnage increases we have had, with the relatively 
reduced rates. I cannot call it revenue, but there is one service ; for example 
in 1928 we carried 109,000 tons, and the rate was $8.12 per ton, whereas in 
1927 we carried but 63,000 tons, or 40,000 tons less but at an average freight 
rate of $11.40 per ton. I think that will help to explain what we have in 
mind when we say we have more tonnage but a lower revenue, because of the 
reduction in the freight rates. I can pick out another one here and there. 

The Cuatrman: I think what Mr. Jelliff wants is the details: of some of the 
commodities on which freight rates have been reduced. 

Mr. Douertry: We had automobiles, we had grain—erain rates have 
been lowered—flour rates have been lowered, rubber tires, and general cargo. 
Take the Australasian situation for example, one of your members mentioned 
a few moments ago; that naturally had a bearing. We have had difficulties, as of 
in the trans-Atlantic trade, for reasons that have been already explained, a 
better type of steamers running in competition with us. We are getting the 
bulk commodities, paying the lowest rates, whereas the faster and. ‘better 


steamers are getting the fine cargoes, the perishable car ‘oes, the general! cargoes 
é 3 : ? ax: = 


which bring them relatively better rates. We had a service to Newfoundland, 4 
which we had to withdraw, because of the competition of a number of small : 
steamers coming in, including Norwegian steamers, prepared to take very low ; 
rates, because the importations into Newfoundland declined so far as the St. a 


Lawrence ports are concerned. These are the factors in the general situation. - 
Mr. Hanson: Your Government subsidized one route to Newfoundland? 
Mr. Douerty: I do not know that. 

Mr. Hanson: The Clark Steamship Company get a subsidy? 

Mr. Douerry: I do not know whether they do or not. 

Mr. Hanson: You know there has been an impasse between the two goy- 
ernments, and the subsidy has not been paid. 

Sir Henry THornton: Does that answer your question? 

Mr. Hanson: Perhaps it does. 

The CHatrMan: Any further questions? 
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Mr. McLean (Melfort): Is that reduction in rates distributed over the 


bulk of your commodities, or concentrated only in a few spots? 


Mr. Dougrtry: It has been general, in respect of certain services. It has 
been brought about from time to time owing to conditions in other services, in 
connection with certain commodities. For example on grain to the United 
Kingdom and the Continent, the rates practically throughout the year were | 
lower than the previous year, due to various conditions, all of which were 


_ beyond our control. We had our full share of the grain traffic. 


Mr. Beit (St. Antoine): There is one question I would like to ask Sir 


Henry. After your new boats were put on the West Indies trade, you made 


provision under the West Indies Treaty for the carrying of some seventy 
thousand bunches of bananas between those ports and Canadian ports. I 
would like to know how the planters, if this question is not out of order, intend 
to make use of the Canadian Government Merchant Marine, when the United 
Fruit Company, with their own boats and their own plantations are having the 
same privileges in shipping bananas into Canada. In other words, the people 
who grow bananas will have to pay freight to you, when the United Fruit 
Company with their own boats and their own plantations can also ship their 
bananas into Canada with the same privileges. In other words under the 
Treaty there is no special privilege given to the Canadian Government Mer- 
chant Marine; is that correct? 

Sir Henry Tuornton: In the first place, in Jamaica there is what is 
known as the Jamaica Banana Producers’ Association, and they will ship 
exclusively by our West Indies service. Their production represents a very 


large proportion—I do not remember the exact percentage, but a very large 
te pea) vu Oo 


percentage of the total production of Jamaica. We have made an arrange- 
ment with the Georgia Fruit Company, which is a very large fruit-selling 
company, and which is undertaking to market these bananas throughout 
Canada. We were obliged to make an alliance with the Georgia Fruit Com- 
pany, in order to equip ourselves (when I say ourselves I mean the producers 
and ourselves) in order to equip ourselves with selling agencies, experienced 
selling agencies, throughout Canada. The Georgia Fruit Company is a very 
large and important concern. I think, if I remember the figures correctly, they 
sell something like $70,000,000 worth of fruit a year. 

Mr. Woon: Something like that. 

Sir Henry THornton: They are very experienced, very ageressive, and 
very resourceful. Answering your question, our feeling 1s that with ‘the support 
of the Jamaica Banana Producers, with the support of the Georgia Fruit Com- 
pany, and with our shipping facilities both by land and water, we shall be able 


successfully to meet any combined competition we may encounter. 


Mr. Hanson: You have not set up a fruit selling agency of your own in 

Canada? 

Mr. Woop: Ne. 

Mr. Geary: Bananas seem somewhat important. How many are there 
shipped? | 

Sir Henry THorNton: You would be astonished at the number of bananas 
that are sold in the world per annum. I do not know how many; hundreds of 
millions anyway. 

Mr. Woop: I think Canada consumes between two and three million bunches 


weary ear, 


Mr. Grary: Do you lay bananas down in Toronto, Hamilton, or Buffalo 


-as cheaply as they can be laid down by the New Orleans Shipping Company ? 


Sir Henry Tuornton: We must, if we are to get the business. 
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Mr. Woop: On bananas coming to Montreal there is a real preference; a 
lower rate than from New York or from Philadelphia. 


Mr. Hanson: There is also fifty cents duty? 

Mr. Woop: Fifty cents duty, coming through American ports. 

Mr. Hanson: Anything that comes in subsequently?» a ee 

Mr. Power: Leaving aside the question of the West. Indies and these Treaty 
obligations, if Parliament in its wisdom decided to-morrow that the whole Cana- 


dian Government Marine were to be sold, lock, stock and barrel, what would : 
‘be the effect on the Canadian National Railways, aside from the Treaty obliga- 


tions? 

Sir Henry TuHorntron: That involves a good many questions. To begin 
with, the Canadian National would lose a certain revenue, which was given at 
one of the previous meetings. , 

Mr. Hanson: It might not necessarily lose the whole of it. 

Sir Henry THornton: It might not. oe 

Mr. Power: Leaving aside the general interest of the country as apart from 
the Canadian National Railways, I am speaking of what effect, adverse or other- 
wise, would it have on the railway system? « ; 

Sir Henry THornton: We would lose a certain gross revenue; about 
$1,500,000. | 

Mr. Geary: Between $1,000,000 and $1,6500.000? 

Sir Henry THorNTon: Yes. 5 Ss oon 

Mr. Power: At the present time we are losing that on the operation of the 
Merchant Marine. ee | 

Mr. Hanson:. I would like to point out that we might not lose all of it; we 
might lose a part of it. ) 


Mr. Power: The only advantage is, the general advantage of the producers — 


of bananas in shipping their bananas to Canada. 
Sir Henry THornton: The chief advantage is a strategic advantage. 
The Cuairman: Will somebody move the adoption of the report? Mr. 


anson moves, seconded by Mr. Power, that the annual report of the Canadian 
Government Merchant Marine be now adopted. 


Motion agreed to. 


The CHarrman: Mr, Henry wants to place a statement. on file, if there is 


no objection. 
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‘The following table shows, in column 1, the adjustment made in Public 
~ Accounts at 31st March, 1919, in respect of advances to constituent parts of the 
~ Canadian National Railway System, and column 2, amount of these items as at 
31st March, 1928, column 3, the changes that have taken place since the trans- 
fer. 


aie eee 


p 


; Adjustment 
: from active Total of rt ie 
. eee Pear aetive non-active Inerease since 
a : poser eat assets as at transtfer 
is March 41, 1919 free Bl, 1928 
$ ets. nets: Sas ete 
CISC GIN ON EU Vist tence oak ae ene els pee eS 108,104,453 97 | 265,408,804 28 157,304,350 31 
1 5 (RES Ltt ah be Bad Deo Spend oy sate Ue Ween ee oe gan Cote ne) SSE site lee og oe 84,190,186 70 | 116,051,932 31 31,861,745 61 
SIGAINS <bOnor ses Ys nike oe seas Fp tliat bicep. See Ricca 2 aa 593,733 33 | 118,582,182 33 117,988,449 00: 
= Misc. Railway Equipment...:.. 00. 0s... skeet 33,955, 867 07 57,154,320 71 23,198,453 64 
ME airtime nee a Pe beats Was ES a 54,550,000 00 54,550,000 00 


226,844,241 07 | 611, 747, 239 63 | 384,902,998 56 


Nore.—The Dominion Investment in C.G. Railways has always been carried in Public Accounts 
as a non-active asset. 


The CuatrMAN: We have also the estimates to consider. You have read 
them. Have you any objection or shall we adopt them and close the business? 
Mr. HAnson: I think that is a pretty big order, Mr. Chairman. 

“The CHAIRMAN: Sir Henry Thornton will not be here next week. We will 
have: to adjourn until the following week. Already one-quarter of them have 
gone through. We might as well pass them and carry them. 

Mr. Hanson: That is a pretty large order, Mr. Chairman. I object to 
that. ac | 

The CuaiRMAN: All right. 

Mr. Power: Why do we not have another meeting this afternoon, if Sir: 
Henry desires to go away? Call a special meeting this afternoon, if Sir Henry 
wants to go away, when all the members can be present. 

: Mr. Jevurr: I think last year an itemized statement was given of the 
amount required. | 

The CHatirMAN: Will four o’clock this afternoon suit? 


The Committee adjourned until four o’clock p.m. 


: AYTERNOON SESSION 


- Cw Ry, 


The Committee resumed at 4 p.m. 


The CHAIRMAN: Let us proceed, gentlemen. 

Sir Henry THornton: Mr. Chairman, I take it that you now wish to take 
up the budget? Is that right? 

The CHAIRMAN: Yes. 

Sir Henry Tuornton: We have prepared a memorandum from data with 
respect to the budget which I think will aid the members in this examination, 
if you would like to have these distributed. 

The CuatRMANn: If you will have that done, Sir Henry. Resolution 336, 
amount not exceeding $53,750,000 to meet expenditures made or indebtednesses 
incurred 

- Hon. Mr. Stevens: I would suggest that we read this resolution clause by 
clause. 


® 
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Sir Henry THornton: Ii you will refer to that memorandum I think you 
will find it will make it very easy for you. It is the same analysis of the budget 
as we made with respect to expenses. On the first page you will find the budget, 
and then there are separate phrases which give the details of each one of the 
items listed on the first page. 

The CHAIRMAN: Perhaps it will be easier to read the items contained in 
the report. 

Sir Henry THornton: Mr. Fairweather, will vou read those items? 

Mr. FarrwhAtHer (Reading): ‘Summary of financial requirements and 
resources applicable thereto, together with summary of proposed capital expendi- 
tures required for year ending December 31, 1929. Interest. on funded and other 
debts.” The details are on pages 2 and 3. 

Hon. Mr. Stevens: It is Just a repetition of what we have been-over? 

Sir Henry THORNTON: Yes. 

Mr. FAIRWEATHER (Reading): ‘‘ Grand Trunk Pacific Guaranteed Inter- 
est.” The details are on page 3. “‘ Dividend on G.T.R. 4 per cent Guaranteed 
Stock.” The details are on page 4. 

Hon. Mr. Stevens: That is the stock you arranged for recently, and every- 
thing was satisfactory? : 

Sir Henry THornton: Yes. I am having them read, so we will not lose 
sight of anything. 

Mr. FArRWEATHER (Reading): “Sinking Fund Payment.” The details 
are on page 6. | 

Hon. Mr. Stevens: This sinking fund is set up-—— 

Mr. FAIRWEATHER: On the securities shown there. 

Hon. Mr. Stevens: Why are they not provided for in a general way? 

Mr. FarrwratTHer: They are provided for in the trust deeds. 

Hon. Mr. Stevens: It is not general. 

Sir Henry THORNTON: No. 

Mr. FAIRWEATHER (Reading): “ Equipment Principal payments.” The 
details are on page 7. : 


Hon. Mr. Stevens: This is usually paying off maturing equipment bonds? 


Sir Henry THorNToON: That is. right. 

Hon, Mr. Srevens: Are these all standard equipment bonds, or are some 
of them special? 

Sir Henry THorntTon: They are all standard. Are there any further ques- 
tions on this item? | 

Hon. Mr. Stevens: No. 

Mr. FarrwearHer: (Reading). ‘‘ Retirement of Capital Obligations”. The 
details are on page 8. | 


Hon. Mr. Stevens: What is that ‘““C.A.T. Company account,” the Canadian 


Harvester and the Canadian Gunner? 


Mr. FarrwearHer: That represents payments due on the ships transferred 


from the C.G.M.M. to one of the subsidiaries operating on the Great Lakes. 
Hon. Mr. Stevens: “' 
is that at full maturity? 
sir Henry THornton: I think it is, yes. 
Mr. Cooper: That is full maturity? 


Hon. Mr. Stevens: “ The G.T.M.C. Car Ferry Company ”’ is that on the 


Great. Lakes, Michigan or Milwaukee or some place? 
Sir Henry THorNtToN: Yes. 


The Canadian Northern system branch bonds ’”— 
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Hon. Mr. Stevens: How is it working out? We were discussing it last 
year. 

Sir Henry THorntTon: It is working out very satisfactorily, and probably 
before long we shall want to add to the car ferry. ‘ 

Mr. FarrwearHer: (Reading). “ Acquirement of Securities”. The details 
are to be found on page 9. 

Hon. Mr. Stevens: What investment is this, “ Can. Mar. ; 1t is not very 
clear here. . 

_ Mr. Farrweatuer: The Canadian Marconi. 

Sir Henry Tuornron: That is an offer which was made to ourselves and 
to the Canadian Pacific Railway that we should each acquire in the interest 
of our respective companies $100,000 worth of this stock. We concluded, with 
the Canadian Pacific Railway, that it was a wise thing to do in the interests 
of our respective telegraph companies. 

Hon. Mr. Stevens: What contact does this give you? 

Sir Henry THornton: It is a transatlantic wireless company and is in a 
fair way to make very substantial progress. Amongst other things will be 
developed a new system of telephoning by wireless. It might be of interest 
to you to tell you that I telephoned from my house in Montreal to their station 
in Eneland, and the reception was just as clear as if I had been talking to 
someone in Montreal, much clearer than the other means of telephonic com- 
munication which is now being used. That has not yet been brought into com- 
mercial use, but it shortly will be. 

Mr. Power: Is this the Canadian Marconi Company? 

Sir Henry THORNTON: Yes. 

Mr. Power: Is this the stock which had such a flurry on the market last 
year? é 

Sir Henry THornton: Not the same stock; it was a common stock which 
jumped from about $6 a share to $30 a share in spite of what anybody could 
do to prevent it. 

Mr. Power: Someone said it was not worth more than that? 

Sir Henry Tuornton: That is the stock; that is the company, but this 
is not the stock, it is preference stock. 

Hon. Mr. Stevens: One hundred dollars par? 

Sir Henry THORNTON: Yes. 

Mr. Power: You paid par value for 1t? 

Sir Henry TuHornton: Yes. It pays six per cent. 

Mr. Power: When was that? 

Sir Henry THornton: November 15th, 1928. 

Mr. Power: That is just about the time this flurry took place. I was 
wondering if there was any relation between that and the purchase of the stock? 

Sir Henry THornton: I think it is altogether probable that the market 
discovered that the C.P.R. and ourselves had both bought an interest in it, and 
that was used for stock jobbing purposes. The stock pays six per cent interest. 

Hon. Mr. Stevens: When did you buy the initial interest? Was it bought 
the year before. ot 

Sir Henry THornton: We bought it at one hundred dollars a share and 
accrued interest. 
| Hon. Mr. Srevens: You got that interest? 

Sir Henry THorNTON: Of course. 

Hon. Mr. Stevens: You bought it about the end of the year. 
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Sir Henry THORNTON: Yes. 


Mr. FatrrweatHer: (Reading) “ Total Financial Requirements.” That is | 


simply a summation of the above, less resources, excluding eastern lines. The 
details are on page 10. 
Hon. Mr. Steven: Estimated? . : 
Mr. FarrwEaTHeR: (Reading) “ Estimated. Deficit Eastern Lines, ex- 


cluding interest on H. & S.W. Ry., first mortgage bonds.” The details are also 


on page 10. 

Mr. Geary: Just shortly, how do you make your estimates, by relation 
to the previous year, by computation and so on? : 

Sir Henry THornton: We put down what we think is an estimate of the 
eross earnings of the year, and estimate the expenses, having regard to the. 


figures of the previous year. That gives us the net earnings and then we make 


the usual deductions from net income, and that gives the income applicable to 
this particular item. In making that estimate we must be very conservative. 
We must be quite sure that the amount available will be fully as large as we 
estimate; in fact it generally is more. 

Mr. Geary: How do you hit it, as a rule? 


Sir Henry THORNTON: You mean, how did that work out last year? Mr. — 


Cooper knows that. | 

Mr. Geary: How close did you come to your estimate last year? 

Mr. Coorrr: In the 1928 budget we estimated $41,814,919, whereas the 
actual amount was $49,319,543. 


Sir Henry THornton: Of course this also involves very largely the crop. 


We had a much larger crop than we estimated upon. 

Mr. Geary: In the. season? ; | 

Sir Henry THorNtToN: In the season, and it is a pretty dangerous thing 
to estimate upon, because so much depends upon the crop. For instance, nobody 
can estimate to-day with any certainty what the crop is going to be, con- 
sequently the estimate has to be very conservative. 

Mr. Geary: You make an estimate then add something to that? 

Qi Henry THornton: We make what we regard as a fairly safe estimate, 
and under these circumstances the actual results are invariably better than the 
estimate. : 

Mr. FarwratrHer: (Reading) “Decrease account operation Maritime 


Freight Rates Act 1927.” That is an estimate, showing the net figure on 


resources. . : 
Mr. Geary: Wait until I get that figure. First of all, you show a deficit 
on eastern lines, do you not, of $4,000,000. : 
Mr. FAtRWEATHER: Yes. 
Mr. Geary: Then you show decreases in the Maritimes; that is the 
twenty per cent? 
Mr. FAIRWEATHER: Exactly. 
Mr. Geary: Where do you take that, as coming back? 
Mr. FarrweatHer: Look down at the bottom, and you will see it again. 
(Reading) “ Deficits in net income.” ; 
“Net Financial Requirements.” That is a subtraction of the two items. 
“General Additions and Betterments.” You will find a classification of 


that by lines, on page 11, and following that a classification by engineering, 


classifications on pages 12. and 13, and by operating regions on the succeeding — : 


pages. 
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Sir Henry THornToN: Page 11 shows the distribution of the amount. 
Hon. Mr. Stevens: Without going into all the details, on the subsequent 
pages, as far as I am concerned, I might ask you briefly as to these three or 
four items; ‘‘ Eastern Lines—$4,590,439;” is that for purchases including esti- 
mated purchases on any of these lines. 
- Sir Henry THornton: No. 

Hon. Mr. Stevens: Or is it: purely maintenance and new expenditures? 

Mr. FatrrwEaTHerR: That is for general betterments entirely. 

Hon. Mr. Srevens: On existing iines? 

Mr. FarRWEATHEFR: Yes. ; 

Hon. Mr, Stevens: The same answer applies to the other three items? | 

Mr. FAIRWEATHER: Yes, sir. 

Sir Henry THornton: That is right. 

Hon. Mr. Stevens: $28,000,000 over the whole system for betterments? 

Mr. FarrwEaTHER: Only railway lines. . 

Sir Henry THornton: Only railway lines. Then there follows the Niagara, 
St. Catharines and Toronto Railway. and subsidiary companies, telegraphs and 
telephones. 

Hon. Mr. Srevens: That $28,000,000 would include what we discussed 
very fully the other day, for last year, such as the relaying with one-hundred- 


‘pound rails. This is charged up to increases, additions, and so forth? 


Sir Henry THorNTOoN: Exactly. 

Hon. Mr. Sravens: But your maintenance is included in the item over 
here? 

Sir Henry Tuornton: Straight maintenance is chargeable to expenses, 
and that you have already dealt with. This only deals with additions to the 
property, exclusive of branch lines. , 

Hon. Mr. Stevens: What was it last year, I have forgotten. Does the 
twenty-eight million correspond with last year? 


Mr. FarrweatHer: General additions and betterments, $25,685,385 was the 
estimated amount, and the amount expended was $23,000,000 odd. 

Hon. Mr. Stevens: You are going ahead at a fairly good rate. There is 
quite an increase, five million dollars this year. Do you think that is warranted? 

Sir Henry TuHorntTon: Part of that was occasioned by such things as 
rail requirements in the construction of the Hudson Bay Railway. It would be 
unwise, unnecessary, and uneconomical to lay on that railway any new one- 
hundred-pound rails. It would be very much better to apply the new one- 
hundred-pound rail to that part of the railway over which high-speed passenger 
and freight trains are maintained. We are trying to confine our relaying rails 
to good quality. We found that ordinary rail renewals would not produce a 
sufficient amount of good relaying rail for the Hudson Bay Railway. ‘There- 


_ fore we increased our rail program in order to take care of that, which had 


the effect of anticipating to a certain extent the rail requirements which we 


_ ordinarily would have thought wise this year. 


Mr. Geary: Have you a credit with the Hudson Bay Railway? 

Sir Henry THorntTon: That is one of the things Mr. Stevens drew atten- 
tion to, the fact that we have been, as he described it, making fairly good pro- 
eress in the matter of additions to capital; that is one thing. Another thing 
is, our desire to hasten as fast as prudence would permit the introduction of 


_ improvements between Montreal and Toronto and Toronto and Sarnia. There 


was a large increase in our gross earnings, which necessitated the purchase of 


additional heavy power this year, as I think I explained to you in an earlier 
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session of the Committee. Naturally, a railway, like any other enterprise, if - 


it is experiencing good times, finds it wise and prudent to hasten the improve- 
ment of the property. | 
Hon. Mr. Stevens: I notice among the details on page 13 you have “ Hotels 
and Sleeping and Dining Car Department—$5,778,715,” which is included in 
the $28,000,000? 
Sip Henry Tuornton: Yes. It is included in the amount charged to 
additions and betterments this year. 


Hon. Mr. Srevens: That would include the Halifax hotel and the Van- 


couver hotel? 

Sir Henry Tuornton: And the additions to this hotel here. 

Hon. Mr. Stevens: Then you have an item here of $2,000,000 for com- 
mercial telegraph facilities? : 

Sir Henry THORNTON: Yes. 

Hon. Mr. Stevens: You mentioned the other day something about the 
Maritimes taking over the Western Union? 

Sir Henry TuHornton: That item includes that, and also additions we 
propose to make to our telegraph facilities between Winnipeg and the Coast, 


extensions of what is known as the carrier system, I might say that those 


additions to the telegraph facilities have been highly profitable. 

Hon. Mr. Stevens: Another one here is the Canadian National Steamship 
Company Limited. I thought we had pretty well gone over steamships this 
morning. I see an item here of five and a quarter millions. 

Sir Henry THornton: That is for three new boats being built for the 
Pacific Coast business. 

Hon. Mr. Stevens: Coastwise vessels? 

Sir Henry THoRNTON: Coastwise vessels, plying between Prince Rupert 


and Vancouver. Nobody will be more familiar with that situation than yoursell. 


Hon. Mr. Steven: I think you are doing wisely there. That coastwise 
service is paying? : 

Sir Henry THornton: It is paying, and it is increasing with great rapid- 
ity. 

Hon. Mr. Stevens: I think your competitors are increasing also. 

Sir Henry THornToN: Yes. They have done so. 

Hon. Mr. Stevens: When will these ships be ready? 

Sir Henry THorntTon: Next year. 

Hon. Mr. Stevens: In 1930? 

Sir Henry THORNTON: Yes. aie 

Hon. Mr. Stevens: Were they ordered this year? 

Sir Henry THornton: They were ordered this year. | 


Hon. Mr. Stevens: The “ Prince Rupert” and the “ Prince George” have 
done valiant service? 


Sir Henry THornton: They are valiant ships. We have got our money 
back from them many times over. 


Hon. Mr. Stevens: They are valiant ships, and are well run. 
Mr. Mine: What type of steamers are you putting on? , 


Sir Henry THORNTON: It is rather larger than the present coastwise 
steamers. I do not know whether you have seen the new C.P.R. boats, but it 
is that type of boat. 


Hon. Mr. Stevens: A fast, up-to-date coastwise steamship of about 3,000 


or 4,000 tons? 
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Sir Henry THornton: I have these particulars. 

Hon. Mr. Stevens: Will they run up to Skagway? 

Sir Henry THorRNTON: Yes. 

Hon. Mr. Stevens: In the summer both will run to Skagway? 


Sir Henry THornton: Yes. In the winter they only run part of the way. 
These are the particulars of those boats: Length, 365 feet between perpendicu- 
lars; length over all 384 feet; width 57 feet; maximum load draft 16 feet 6 


inches; dead weight 1,000 tons. 


Mr. McLean (Melfort): What did you say the dead weight was? 

Sir Henry THornton: 1,000 tons at load draft. That is only the dead 
weight. They are passenger ships. First class passengers 330; third class 
passengers, 70; speed 224 knots. 

Mr. McLean (Melfort): Oil-burning? 

Sir Henry THorNTon: Yes. 

Mr. McLean (Melfort): Where are you building them, Sir Henry? 

Sir Henry THornton: Campbell Laird, Birkenhead, near Liverpool. 

Mr. Cantiey: Those people are getting a lot of ship-building contracts. 

Sir Hnnry Tuornton: They are out-bidding everybody. 

Mr. Cantiury: What is the explanation of that? 

Sir Henry THornton: I do not know. They have not made any money 
out of the last boats they built. They took these ships away from all the other 
bidders. They are a very responsible firm of ship-builders. 

Mr. CantLey: Oh yes. 

Hon. Mr. Stevens: You have an item of $2,400,000 balance of Grand 
Trunk lines, general betterments? 

Sir Hunry THornton: That item was put in to take care of the period 
until the Inter-State Commerce Commission improves the financing, the reor- 
ganization. 

Mr. Cantiey: There is a very small item cf $1,250 in the Prince Rupert 


Dry Dock. What is that? Operating Costs? 


Sir Henry THornton: I do not know what it is. It is a small thing, for 
tools, probably. 

Hon. Mr. Srevens: It would not pay for anything, unless it was a watch- 
man. 

Sir Henry Tuornton: It is probably tools. Unfortunately you have to 
put it down. 

Hon. Mr. Stevens: While mentioning the dry dock, Baye you any record 
of its operations? 

Sir Henry Tuornton: Yes. 

Hon. Mr. Stevens: As we have not had anything on it, it might be inter- 


esting to mention the number of ships and the gross revenue, the expenditures, 


and the net revenue. 

Sir Henry THornton: Last year, the revenues were in round figures 
$109,000; the expenses, $104,000; net revenue $4,400. 

Hon. Mr. Stevens: The number of ships? 

Sir Henry TuHornton: The ship repair work offering in 1928 was less than 


half the amount offered in 1927, and the floating dry dock was used to con- 


siderably less extent than in the preceding year, and only a very small number 
of large vessels were dry-docked during the year. There was only one outstand- 
ing feature in the year’s transactions, that is the securing of the contract for 
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the construction of an eighteen car steel ferry barge for the Canadian National ) 
Railways at a price of $143,000. This was secured in open competition with ~ 


other yards on the B.C. coast. This car barge was 75 per cent completed at 
the end of the year. 

In 1928, two wooden fishing boats were built by the dry dock, as com- 
pared with five vessels of this class in 1927. | ) 

The bulk of the work handled by the dry dock, outside of the one large 
contract for the car barge, consisted of ship repairs and commercial work, the 
later consisting of machinery repairs and similar work for mining companies 
and other industrial firms in the neighbourhood of Prince Rupert. | 

The loss which occurs through the operation of the dry dock is directly 
due to the lack of sufficient business to profitably employ the staff which 
must be maintained in order to keep the dry dock in service. 

The dry dock has an agreement with the city of Prince Rupert by which 
the city operates the power house for the dry dock, and in 1927 this power 
house operation was handled by the dry dock and classed as commercial work. 

As regards ship repairs, the revenue in 1928 was $66,000, as compared with 
$171,000 in 1927. There were no expensive repair jobs carried out in 1928. 
Only one Canadian Government Merchant Marine vessel, and one Canadian 
National Steamship vessel was docked. 


Hon. Mr. Stevens: That is a very small return. What is the investment _ 


‘n that? If I recall it aright, it was about a million and one half. 

Sir Henry THornToN: Probably about that. 

Mr. Cantiry: How did we acquire that? 

Gir Henry Tuornton: We inherited that when we bought the Grand 
Trunk Pacific. 

Hon. Mr. Srevens: It is a good dock, and it is too bad that it cannot be 
used more extensively. 

Sir Henry TuHornton: Yes, it is a first class dock. 

Mr. Geary: Work up a few wrecks. 


Mr. Cantiey: It is situated in the wrong place. That is the only trouble. — 


Sir Henry Tuornton: Anything else, gentlemen? 


Mr. Cantiey: What are you doing with the $359,000 in the Rail River. 


Coal Company, the next to the last item. 
Sir Henry THornton: Equipment for crushing, sizing and cleaning coal, 


$120,000; new ventilating and safety shaft, $150,000; additional lighting and . 


miscellaneous equipment, $89,000. 

Hon. Mr. Stevens: A moment ago something was mentioned about the 
Grand Trunk Western. A question occurred to me that I should have asked 
the other day, and I might be permitted to ask it now, in connection with the 


re-financing, Is it possible under the American laws controlling the Grand 


Trunk Western lines, to use any of the funds raised out of any re-financing 
scheme outside of the United States territory? : 


Sir Henry Tuornton: Well, I think that is a question that may be 
open to legal argument. I have thought that we could; but have you had any 


opinions about it, Mr. Henry? 


Mr. Hexry: I do not know whether you can or not. I do not think you ~ 


ean, Sir Henry. ees 
Hon. Mr. Stevens: ‘The reason I ask that is because the impression was 

conveyed to my mind the other day that, the excess would be available for the 

general system. | | 


Sir Henry Tuornton: That is what Il have always had in my mind, but ‘ 


I am not prepared to verify it. 
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- Mr. Henry: Moneys which were raised for improvement of the property 
would have to be put into the property; but the Canadian National Railways 
which invested cash in the property would be repaid by the proceeds of those 
funds. Is that the point you have in mind? 

Hon. Mr. STEveNs: Yes. , ° 

-” Mr. Henry: Well, the Canadian National Railways will get it, and will 
be able to spend it upon its lines. 

Hon. Mr. Srevens: As I understand it, when we went over it the other 
day it was stated that practically all of the existing securities outstanding 
would be exchanged for new securities. 

Mr. Henry: There are $14,000,000 in securities in the hands of the public 
now, and they would be let as they are. The balance of the investment in the 
property is in the form of advances by the Canadian National, open account, 
which would be repaid either in the form of bonds or stock as the case may be. 
And that stock or bonds would go into the possession of the Canadian National 
Railways. 

, Hon. Mr. Stevens: In that case you could secure the benefit of it. 

Mr. Henry: There is no question about that, Mr. Stevens. 

Hon. Mr. Srevens: That is all, except this, that you would have to get 
authority before you could make the issue of the fifty or sixty millions? 

Sir Henry THorRNTON: Oh yes, we have to have authority from the Inter- 
State Commerce Commission. . 

Hon. Mr. Stevens: Will they issue authority for the repayment of this? 

Sir Henry THORNTON: Oh yes. 

Mr. Henry: Anything which you can prove as a reasonable capitalizable 
item——about sixteen million dollars, including equipment. ; 

Mr. Geary: Securities or stock? 

Mr. Henry: Bonds. | 

Mr. Geary: Those at present existing will retain their place. 

Mr. Henry: They will retain their place. 

Mr. Geary: Will the new issue rank pari passu with those bonds? 

Mr. Henry: This willbe a second mortgage on such property as is covered 
by that mortgage, and the first charge on such property as is not covered ; 
a lot of the property is free. 

Mr. Geary: It is these bonds. which will net you a return, and he is con- 
cerned about the surplus. That would have to go into the property, I would 
think. , 

Mr. Henry: Not necessarily. 

Mr. Guary: It is issued at so much a mile, I suppose? 

By - Mr. Henry: No, it depends on what value you can prove as 4 capital 

item; and that will be based upon the road and the betterments. 

Mr. Grary: It has no relation to the usual bonding power per mile? 

Mr. Henry: No. He 

Re ‘Mr. Geary: ‘Then they will want to know how that money is applied, 

will they not? 

me Mr, Henry: 1 think you are mixing up another question with it. The 

position 1s a recapitalization of a known investment or an investment that. can 

be proven; and the Canadian National Railways has that investment, Now 
it has the right to recoup itself through the sale of the bonds it gets. Any 
surplus, of course, would be a Grand Trunk Western surplus. 

- Mr. Gary: And that, as I say, would have to be spent on the property ? 
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Mr. Henry: Unless that surplus were of such a nature that it could be 
declared a dividend on the stock. : 3 He 
Mr. Geary: And the order, on your application, would state what you’ 
may do with that? . 
© (Mr, HENRY? (oy Goa j : 

Mr. Cantiey: From the amount spent on the Rail and River Company, 
$360,000 roughly, I take it that that must be roughly rehabilitating that- 
property. ae 

Mr. Henry: No, that was on the present workings of what is known as 
No. 6, which are over two miles from the entry, so that in case of accident the: 
miners would be in a very dangerous position and without adequate means of 
reaching safety. Three years ago the company was ordered to put in a new 
shaft, but as matters were slack this work was allowed to remain in abeyance 
at the time. 

Mr. Canriey: That is you were not working it? 

Sir Henry THORNTON: Yes. 

Mr. Cantiey: In view of the very low price of coal and the number of 
companies that can be worked to-day, do you think it is advisable to go into 
spending much money there? : 

Sir Henry TuHornton: Yes; we went into that very carefully, and we » 
found that it cost a very large sum to maintain the mine in idleness, and the 
additional cost of operating the mine was sufficient to justify opening it. 

Mr. Cantiey: Roughly, what is the cost of winning coal there? 

Sir Henry Tuornton: It is running about $1.45 a ton now. 

Mr. McLean (Melfort): Is that the total cost, Sir Henry? Mr. Cantley 
used the word “ winning.” : , 

Sir Henry THornton: That is the cost per ton of coal produced. 

Mr. McLean (Melfort): The total cost? 

Sir Henry THORNTON: Yes, the total cost. 

Hon. Mr. Stevens: At the pit head? 

Sir Henry THORNTON: Yes. 

Mr. Canruey: That is the total cost of the coal produced delivered in 
the cars at the pit head, I take it? 

Sir Henry Tuornton: That is right. 

Mr. Geary: Sir Henry, I notice an item that I think is of interest to the 
public, in a way; it is smaller than I thought it was, the radio department, © 
$46,450. That is your annual cost for the whole service, is it? 

Mr. Henry:. That is additional capital. 

Sir Henry TuHornton: It is new installation on ten cars, one installation 
for communication between the front and rear end of freight trains at $12,000, 
which we are experimenting with; replacement of receiving sets on trains, 
$20,000; studio at Chateau Laurier, $3,500; new equipment at Ottawa, $2,300; 
and some other miscellaneous items. ‘ 

Mr. Geary: Can you tell me the cost of the radio, such as the one you 
have just indicated, the general passenger recreational radio, if 1 might call it 
that; what is the annual expenditure on it? ha 

Sir Henry THornton: Can you answer that, Mr. Cooper? 

Mr. Gwary: The total investment. 

Mr. Coorger: The total investment in radio is $126,000. 

Sir Henry THorNtTon: That is the capital investment? 

Mr. Coopvsr: . Yes, sir. | 
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Sir Henry THORNTON: The next question is, how much it is costing a 
year? ki , 
Mr. Coorer: The cost of operation? 

Mr. Geary: Yes. 

Mr. Cooper: The cost of radio operation in 1928 was $277,000. It is 
shown in the annual report under operating expenses, page 20. 

Hon. Mr. Stevens: Is that all your operations in radio? 

Sir HenrY THORNTON: Yes, everything. 

Mr. Geary: I was thinking more of what I call the recreational raido for 

the passenger trains. My question might include everything, a certain amount 
for business and a certain amount for entertainment. 

Sir HenrY THORNTON: T am afraid we have not got that separated in 
that way, Colonel Geary, that is, the cost of what you describe as recreational 
radio. 

Mr. GEARY: I meant just for the entertainment of guests in hotels, and 
on passenger trains, and, as Mr. Stevens reminds me, the station at Vancouver. 
Is that a broadcasting station? 

Sir Henry THORNTON: That is a broadcasting station. 

Mr. Gwary: Have you cot a wave length of your own? 

Sir Henry THORNTON: Yes. 

Mr. Geary: And that ‘3 where you broadeast from and there only? 

‘Sir Henry THORNTON. No. We have a station at Moncton; we have one 
at Ottawa, and we have one at Vancouver; and then we have arrangements with - 
some of the press broadcasting stations for the use of their stations, certain 
nights a week. 

Mr. Grary: You buy just so much time from them? 

Sir Henry THORNTON: Yes, but three stations we own ourselves—Moncten, 
Ottawa and Vancouver. 

Mr. Geary: Do you rent out time on those? 

Sir HENRY THORNTON. No. 

Hon. Mr. STEVENS: You do at Vancouver, do you not? 

Sir Henry THORNTON. No. 

Mr. Geary: A very persistent organization called the Bible Students might 
call and see you. What is the object of that, just propaganda? 

Sir Henry THORNTON: Advertising. But there will emerge before very 
long a somewhat ‘nteresting commercial use that I cannot divulge at the moment. 
We are also experimenting in- the use of the radio between the engine and the 
caboose of freight trains, which I think has a considerable field. 

Mr. Geary: As long as the caboose stays on the freight train? 

Sir Henry THORNTON. As long as the train is intact. 

Hon. Mr. STEVENS: As long as you do not get the engineer listening 10 
some broadcasting station with some jazz music. 

Sir Henry THORNTON: We had a very amusing incident about the first 
of the year. We had a hook-up frem the Atlantic to the Pacific, with an 
extremely good concert, ana there was a freight conductor out west of Edmonton 
on a broken down train, and he promptly cut in, of course, on the telephone wire 
to telephone for help and, to his surprise, he found himself listening to a ‘concert. 
But, of course, that spoiled the concert; it broke the connection, and the 
despatcher told him to get. off the wire. He said, ‘“’ No, | won't,” and it was 
thirty minutes before we could chase him off. | 

Mr. McLean (M elfort): What is the approximate capital cost of instal- 
lation on your trains? 
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Sir Henry THORNTON: $27,000. Pe EN 
Mr. McLean (Melfort): And the maintenance of that ‘would be? 


Sir Henry Tuornton: It would be chiefly the services of the operator. a 
Mr. Cantiry: Betterment supplies to locomotives $1,000,000, the fourth  « 


item from the top of page 13. 


Mr. Huncerrorp: That is the application of stokers i feed AE heaters — 4 


to locomotives that were not originally equipped with them, and things of that 


kind, modern equipment for locomotives which were not previously equipped a 


with it. 

Mr. Geary: Where do you use those larger class locomotives that you have 
put on lately, the largest class you have? 

Mr. Huneprrorp: They are running between Montreal and Sarnia prin- 
cipally. 

Mr. Geary: I was in a smoking car not long ago, coming through the yard 


at Danforth, and some people who seemed to know about railways were talk- | 
ing and they said the report was that they were too big. Is there anything ~ 


in that? 
Mr. Huncerrorp: Not a thing. They are not quite big enouth. 
Mr. Geary: They said the overhead was too heavy. 
Mr. Huncerrorp: Absolutely nothing in it. They are the most economical 
engines we have. 
Mr. Geary: Of course, they have to have a good road to travel on. 


6,000 tons. 

Sir Henry TuHornton: They are very economical locomotives. 

Mr. Jevuirr: Take the item “ New Equipment.” 

Sir Henry THorNToN: Do you happen to remember what it was, Mr. 
Hungerford? | 

Mr. Hunoerrorp: Speaking from memory, 60 locomotives, and some- 
where about 75 passenger cars, and something over 6,000 freight cars. 

Sir Henry THornton: This only includes 25 per cent of the total cost, 
and the rest of it will be financed from Equipment Trust. But the equip- 
ment which it is supposed to get is 60 locomotives, 75 passenger cars and about 
6,000 freight cars. 

The CHarrmMan: Any other questions? 


Mr. Geary: Yes, I want to ask about the item on page 13, Oshawa Elec- 


tric, Thousand Islands, and Electric Lines in Ontario. Why are they sae 
ated, electric lines in Ontario, and then Oshawa Electric? 
Sir Henry Tuornton: They are separate corporations. | 
Mr. Geary: These electric lines in Ontario are the ones you run your- 
selves? | | 
Sir Henry THornTon: Yes. 
Mr. Geary: Under your own, name? 
Sir Henry THornton: Yes. 
Mr. Geary: Do you run the Niagara-St. Coane 
Sir Henry THornton: Yes, we run that. 
Mr. Geary: Under your own name? 


Sir Henry THornton: No. It is run under Canadian Natinael Electric 
Railways. 


Mr. Gnary: Is there any capital expenditure on that this year? 


= 
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Sir Henry THornton: Sub-station Port Dalhousie, page 21. 
Mr. Guary: Yes, that is quite all right, but where is it in your sum- 
mary? Is that under Electric Lines in Ontario? 
Mr. Henry: That is the same thing. 
~ Mr. Geary: The Oshawa Electric Railway is also run as the Niagara- 
St. Catharines is, as a separate corporation? 
Sir Henry THornton: Yes, that is right. Page 22, I think, Colonel 


Geary. 


Mr. Geary: You took this over from one of the railway companies, or 
private ownership? | 

Sir Henry THornton: No. The Oshawa Electric came with the Grand 
Trunk, and: the other came with the Canadian Northern. 

Mr. Geary: Are those operating at cover cost? 

Sir Henry TuHornton: We are making a profit on those. 


toe Mie. Geary: The Niagara and St. Catharines railway got a raise in fares 
recently which put them on the right side. 


The CHAIRMAN: Shall the item carry? 


Sir Henry THornton: We were talking about general additions and 
betterments. The next item is “ Central Vermont requirements.” That, I think, 


~J explained previously. Then there is new equipment on the Grand Trunk 


Western Lines and discount on securities to be issued. 
Hon. Mr. Stevens: All of which will be returned out of the new issue? 
Sir Henry THorRNTON: That is right. 
Mr. Geary: And the Express you are running as a department? 


Sir Henry THORNTON: Yes. For the purposes of economy we are run- 
ning that as a department of the railways under the direction of the Traffic 


Department. You will find on page 24 the total to be $105,000 estimated 


capital expenditures for the Express Department. 
Mr. Guary: I suppose that you must put those in as capital right along? 
Sir Henry THornton: Yes. You cannot help it. Under the Standard 
accounting rules we cannot do anything else. 
Mr. Geary: Ordinarily they are paid out of income, as a matter of fact, 
as far as the income will go? 
Qi+ Henry THornton: No. On the railway where the charges to various 
accounts are laid down with precision, we cannot depart from them. 
Hon. Mr. Stevens: You do not set up a depreciation account for horses? 
When they die you sell them for sausage meat? 
. Sir Henry THORNTON: Presumably, and very good sausage meat they 
make too—our horses. 
Mr. Guary: You are used to dead horses in this business, are you not? 
Sir Henry TuHornton: “Yes, but we have ceased to traffic in white ele- 


- phants. 


Hon. Mr. Stevens: I rather agree with Colonel Geary’s query that some 
of these items are pretty far fetched to come under Capital. 
Mr. Henry: They are additions to property. 

Sir Henry THornton: I do not know of any other way of handling it. 
° Mr.’Henry: It is not replacing property; it is additions to property. 

Sir Henry THorntTon: You cannot depart from any of these accounting 

rules by so much as a penny. To a practical and perhaps sensible person they 
may look absurd, but we cannot help it. 
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Mr. Gray: When dealing with millions it is all right, but when it comes 
down to a few thousands it looks small. pe 

Hon. Mr. Stevens: I do not want to appear small, but if you add up the 
small items you will soon find that you are reaching a very large figure. 


Sir Henry THornton: Ii we departed from this system we would soon — 


have the chartered accountants on our backs, saying that our charges were 
improperly made. 

Mr. Geary: If this were run as an express company it would not go into 
Capital? ) 

Sir Henry THornton:, I think that is right, but I am not certain. 

Mr. Huncerrorp: These are for additional facilities over and above what 
the company has had. 

Hon. Mr. Stevens: ‘Take these items making up the $105,000. How 
do: you treat the retirements of those, Mr. Cooper, when they’ wear out? 

Mr. Coorrer: Taking the case of a horse? 

Hon. Mr. Stevens: Or a tarpaulin.. That strikes me as an extreme thing 
to put into capital. : 

Sir Henry THornton: Take the horse. 

Mr. Coover: We know the cost of each horse and when a horse goes out 
of service we write it out of the property account and charge it to operating 
expenses. If we buy a new horse we charge that to the Property Account. Our 
Property Account, therefore, represents exactly what we have. 

Hon. Mr. Srevens: You treat this the same as you do your freight cars? 

Mr. Cooper: Yes. 

Hon. Mr. Stevens: And tarpaulins? 

Mr. Cooper: Yes. 

Hon. Mr. Stevens: How do you keep track of all these things? 

Mr. Cooper: In connection with our express department we have a more 
complete record than any other department. We have a complete inventory, 
and can tell you the cost of every unit of equipment which they have. lf we 
did not write these things out and take in the cost of the new, our inventory 
would not be worth anything. ‘That is to say, we would have on our inventory 
property which did not exist. 

Hon. Mr. Srevens: It strikes me as a pretty small thing to look after 
a tarpaulin. 

Mr. Cooper: It is a small business in individual items. The revenue 
of the Express Department is on a very small basis, but in the aggregate it 
amounts to a very considerable sum. 


Mr. Geary: That would seem to me to be a running expense, For ~ 


instance, tarpaulins will last no longer than axle grease. 

Qiy Henry THornton: ‘You either have to have an accounting system 
or you do not, and if you have it, you must follow it. 

Mr. Geary: It is an LC.C. rule? 


Sir Henry Tuornton: Formerly, before- the introduction of the present .. 


Inter-State Commerce Commission regulations, railways more or less handled 
their accounting in the United States as they wished. Profitable companies 
would charge a good many items to expenses which properly belonged to 
Capital, and on the other hand the poorer properties sometimes would do the 
reverse. With such a profitable company as the Pennsylvania Railroad, for 
example, the old rule was a dollar for the company and a dollar for the share- 
holders. That is to say, the surplus was divided into two parts at the end of 
the year, and dividends were paid on the stock and the rest of it was ploughed 
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back into the property. Now, in later years, the Inter-State Commerce Com- 
mission came along and said, “No, that is not good accounting practice; it 
mmercial practice for this institution or that institution, but 
taking it on a whole throughout the United States it is bad accounting prac- 
tice.’ Consequently the railways were tied down to very precise regulations 
and many of them had to proceed upon a much less generous policy than they 
had pursued. 

Hon. Mr. Stevens: I should think—addressing myself to Mr. Cooper— 
that you would find great difficulty in keeping track of those many items such 
as harness and tarpaulins all over the country. 

Mr. Coorer: This item of harness and tarpaulins is additional equip- 
ment. 
Hon. Mr. Srevens: _ If you do keep track of them and write them off, as 
you suggest, it should not be charged in as Capital; if you do keep track of 
them it seems to me you have a very excellent system worked out almost to 
the last use of a pin. 

Sir Henry THORNTON: 
say that we have. 

Hon. Mr. Srevens: I must say that I think you have a mighty fine 
system. 

Mr. Geary: This is under regulation. 

Mr. Cooper: We do go to an extreme refinement in the case of the 
Express Department because, as I say, the individual items in that depart- 
ment are very small. We have a rule on the railway—which might relieve 
your mind—that no item of expenditure of less than $100 goes into the capital 
account. If it is less than $100 it is absorbed in operation. 

Mr. Cantuey: The fourth item from the bottom—is that the Presidents 
private car? 

Sir Henry THorNTON: I suppose that is for the agent to run around in 
for supervising purposes. 

- Mr. Cantiey: What about the ice crusher? Is that yours, too? 

The CHatrMan: Shall we proceed with item 57? 

Hon. Mr. Srevens: Are we still on the first page? 

The CHAIRMAN: Yes. 

Hon. Mr. Srevens: I hope my friend Colonel Cantley will not think 
that I am nagging at the maritimes, but I want to ask a question in regard 
to the charging up of the deficits and the Freight Rate Act payments. That 
is charged up to the railway department’s estimate? 

Mr. Henry: Brought in in a separate item. There are two items, one 
for the 20 per cent and the other for the deficits. 

Hon. Mr. Srevens: I am a little curious at the meticulous care with 
which Sir Henry and his excellent staff seem to fight shy of this maritime 
situation. 

Sir Henry THornton: Well, come on. 

Hon. Mr. Stevens: You are running the show. Why should it not be 
in the National railway’s financing? It is, in fact, of course. 

Sir Henry THornTon: Because the Act provides otherwise. 

Hon. Mr. Srevens: Why do you show that in the railway department’s 
estimates? You have taken over the maritime railways as part of the National 

system. . 

Sir Henry THornton: The Act, as 

reimbursed. 


That is exactly what I understood Mr: Cooper to 


I recall it, provides that we are to be 
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Hon. Mr. Stevens: ‘That is for the freight rates. You could be reim| 
and show that in your earnings. ney Lae’ ae ae 
Sir Henry THorNTonN: We think this is the best way to show it. 
Hon. Mr. Stevens: It looks as if you were just segregating the maritime 


situation— ” SONS 
Mr. Cantiey: Jabbing it into us. . nee Mes 
Hon. Mr. Stevens: Whether there is any purpose in it or not— 


Sir Henry THorntToN: I do not know that any denial on my part would 
do any good if there have been any preconceived notions. In our report and — 
financial statement we have tried to show this as it should be shown. I think — 
that fact is generally known throughout the country, and the whole situation 
is generally known, and we could neither conceal nor expose, even if we wished 
to do so. ogi 

Hon. Mr. Stevens: Let me illustrate. In the estimates they are asking 
for $53,750,000. I submit that you should be asking for $60,336,000. You 
van display it as you like, but that is really what we are asking for. That is 
the amount for the National-railwavs of Canada for next year. The point is— ~ 
it does not amount to very much, only $6,500,000, but still it is that—that the 
public get the idea that the total amount 1s $53,000,000, whereas it is $60,000,000. 

Sir Henry THorNton: We credit the public with a certain amount of 
arithmetical knowledge. | SED hee 

Hon. Mr. Srevens:, They have not very much chance to exercise their 
arithmetical knowledge. The average citizen cannot sit down as we are doing ~ 
and analyze these statements. For instance, take our report for last year: 
you report a surplus, which is perfectly true, of $53,000,000 but on the last — 
page you have summarized the whole thing as $43,000,000, 1 think, but the — 
larger figure is the figure the public gets, as the total operating surplus of — 
the road. } : ae 

Sir Henry THornton: As a matter of fact there is something to be 
added from the point of view of railway administration. ‘The only figure we Mi 
are responsible for to the people of Canada, is the gross income, which last year 
was $57,500,000. As railway administrators we are not responsible for the 
Maritime Freight Rates Act; we are*not responsible for the capital debt of this 
company, which was given to us, and which we took as we found it. But we on 
are responsible for that $57,500,000, and I think, in Justice to the administra- m1 
tion of the railway which includes all of its officials and men, we are justified ing 
setting forth the accounts as they are set forth. Nothing has been concealed, — 
everything is there. There is no railway, I suppose, on the face of the earth, — 
and certainly no other railway in Canada which gives to its shareholders so 
complete an exposition of its operations as the Canadian National Railways. — 

Hon. Mr. Stevens: I agree with you there; I am not complaining about - 
that. SG Sih ae 

Sir Henry Tuornton: I think that is a desirable thing to dio. rue 

Hon. Mr. Stevens: Do not think I am complaining about that. I think — 
the other day, when I was not here, you indulged in some mutual admiration © 
expressions, and I can express a gread deal of admiration for you and your 4 
staff. But that does not alter the fact that the view the public gets of the 
situation is not quite the correct thing, so far as the cost to the people of Canada, — 
so far as the cost of operation of this great railway system is concerned. 

Sir Henry THorntron: I maintain that the figures that are set forth are 
in accordance with sound and recognized accounting practice. = 
Hon. Mr. Stevens: I do not question that; your accounting system is good, 
but I think your $6,500,000 of deficits under the Maritime Freight Rates Act 
and deficits due to other than statutory causes in the Maritimes section should — 
be reflected in the general statement. i: : a i ae 
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Brett a SLE Henry THornton: | think, Mr. Stevens, we are presenting this exactly 
as the Act specifies, and I think if there were to be any alteration in the way 


in which the facts are presented, there would have to be a change in the Act. 


~ Am I right in that, Mr. Henry? 


Mr, Henry: That is right. 

Hon. Mr. Stevens: I am not talking about the way you arrive at your 
figures; that is statutory, no doubt, but take the figures $5,373,000, in this esti- 
mate, you have the merchant marine and the West Indies, and you should have 
in here “ Deficit on Eastern Lines—$6,586,000 ” making a grand total of—what- 
ever it is. | | 

Mr. Henry: One of the difficulties in that, Mr. Stevens, is this, that about 
four years ago the government ceased giving to the Canadian National Railways 
cash advances. The moneys raised for the Canadian National have been by way 
of government guarantees. Now, if the $53,000,000 or $60,000,0000 remained 
in one item, part would have to be cash advances and part of it guarantees. 
‘That is why it is set out in this way. ‘The government advances say, $2,000,000, 
the deficit incurred in connection with the Maritime Freight Rates Act, and 
$4,500,000, the deficit in net income due to other than statutory causes. That is 
in accordance with Chapter 79 of the Revised Statutes of 1927, which reads as 


follows: 


For accounting purposes, but without affecting the management, and 
operation of any of the Eastern lines, the revenues and expenses of the 
Eastern lines, including the reductions herein authorized which shall be 
borne by the Eastern lines, shall be kept separately from all other accounts 
respecting the construction, operation or management of the Canadian 
National Railways. 

2. In the event of any deficit occurring in any Railway fiscal year 
in respect of the Eastern lines the amount of such deficit shall be included 
in a separate item in the estimates submitted to Parliament for or on 

behalf of the Canadian National Railways at the first session of Parlia- 
ment following the close of such fiscal year. 


‘Sir Henry THornton: The Act provides how that is set forth. I do not 

know any other way to doit. | 
Hon. Mr. Stevens: I appreciate that, but the fact remains that $6,236,000 
has to be provided for this’ year. 

Mr. Geary: It is done deliberately, to keep before the whole of the people 
all of the time what the Eastern proposition 1s costing. I suppose that is why 
it was done. | 

Gir Henry THornton: I do not know, but I suppose that was it. 

The Crrarrman: Are there any further questions? Shall we go on with 
item No. 337, Loan to the Canadian National Steamships—$969,000? 

Mr. Geary: While you are looking at that, there is nothing in your ordinary | 
first vote which is now passed outside of your usual and ordinary expenditures? 

- Sir Henry THornton: No. 

The CuarMAN: Any questions on No. 337? 

7 Siy Henry THorNton: Wait a minute, Mr. Chairman. I want to be sure 
I have this right. There will be the Saskatoon Hotel, which we hope to start on 
this year. 

Mr. Geary: There is nothing in that about it? 

Sir Henry THornton: No. It is on page 18. 

Mr. McLean (Melfort): It is in the western region. 
Sir Henry Toornton: You are right. 
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Mr. Geary: On page 18, you are spending two million odd dollars on hotels? — a 


Sir Henry TuorNToN: That is all right. You are right, Colonel Geary ; 
there is nothing in this that is not disclosed in the analysis you have. 

The CHarrMAN: Any questions on No. 337? — 

Hon. Mr. Stevens: A while ago I asked a question of Sir Henry Thornton 
if the item of $5,778,715 for hotels and sleeping and dining car department 


did. 
Sir Henry THORNTON: Yes. ; 


Hon. Mr. Stevens: I see another item, on page 18, “ Hotels, Vancouver . 


and other places $2,678,125.” 

Mr. Henry: That is just a segregation. 

Sir Henry THornton: ‘That is a classification of the same thing. 

Mr. FarrwEaTHeER: It is the same thing, set out in another way. 

Sir Henry THornTon: It says Additions and Betterments on the Western 
regions. It is separated, on different divisions. 

Mr. Geary: What are you doing at Jasper? 

Gir Henry THORNTON: We are-building another lodge or so, about $265,- 
000 in new buildings. 

Mr. Geary: Nothing more on the goli course? 

Sir Henry THORNTON: No. 

Mr. Geary: How much has the course cost now? ‘ 


7 


Sir Henry Tuornton: I cannot tell you offhand, but you can generally — 


we on a golf course as costing about ten thousand dollars a hole, can you 
not ‘ 
Mr. Geary: That was all right about fifteen years ago. I was told when 
I was at Jasper that at one time it was sheer rock. Is that so? 

Sir Henry THorRNtoN: No, it was covered with the same kind of timber 
adjoining the course; the soil was particularly good. 

Mr. Geary: Did you have to carry much soil onto the course? 

Sir Henry THorNTON: No, except for the greens. 

Mr. Geary: Somebody told me with great circumstance that freight trains 
brought that soil there. 

Sir Henry THornton: He must have been a C.P.R. man. 

Mr. Geary: No, he was a Vancouver man, I cannot tell what he was. 


Sir Henry THornton: As a matter of fact that soil from which the golf 


course was made was natural soil. 
Mr. Geary: It was what remained after you grubbed all the stumps off? 
Sir Henry THoRNTON: No. We put a lot of manure on it. 


Mr. McLean (Melfort): They might have put a load of manure on ibe 


Mr. Geary: Drop me a note and tei! me what the cost of that course is. — 


Frankly, there is a good deal of talk of extravagance in the system, in establish- 
ing that course. | 
Sir Henry THornron: ‘There will always be criticism of the Canadian 


National Railways. Every time it tries to do anything at all—I do not mean | 


this personally—but there is a certain element in this country which will in- 
variably criticize the Canadian National for every progressive move it makes. 
It has been so for the last six years, and I suppose it will continue. Personally 
I do not care very much about it. 

Mr. Geary: That is natural, in this way; take.a private company, only 
‘ts shareholders are interested; but take a national railway company, and while 


included the Halifax and Vancouver hotels, and I think Sir Henry told us it 
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pretty nearly everybody pays cash, I know and you know a person who does 
not, and he says you are spending too much money on the golf course; that is 
i. because everybody is interested in the road, and watches what you spend. 

' Sir Henry THorNton: The answer is found in this, that the difference 
| between revenues and net expenses has increased from fifteen million dollars in 
1922 to fifty-eight millions last year. It is always advisable to spend money, 
if you want to make money. 

Mr. Geary: It is the people who find fault with it; it is not attributable 
to you or anybody else. Take a train that goes down to Komoka, and another 
train running the same way at the same time; it is an unfortunate state of 
affairs for which neither of you is responsible. You take the 2.30, you can get a 
train for Montreal on the two systems. 

Sir Henry THornton: It would be advantageous if the companies would 
pool their passenger services and passenger revenues, but the C.P.R. will not 
do it. 

Mr. Geary: It looks to an outsider as a pity that that sort of thing is 
going on. 

Sir Henry THornton: You are quite right. Pooling of passenger ser- 
vices in England has been carried to a considerable extent, with great advant- 
age, but there has been very little of it done on the North American continent 
and in the United States I think I am right in saying that it is prohibited 
by law. 

Mr. McLean (Melfort): Before leaving Jasper Park, can you tell us 
what was spent on buildings there last year, if it is convenient, if it is handy 
—J do not want it otherwise. 

Sir Henry THornton: As a matter of fact, going back to the Jasper 
Park situation, Jasper Park would not be of much value to us without the 
golf course; indeed any summer resort is not of much value these days without 
a golf ‘course. Pgs 
Mr. Geary: I am not complaining of that. You have a very nice 
course. 

Sir Henry THoRNTON: Our increase in passenger revenue due to Jasper 
Park was $550,000 last year. This is an indication of what the facilities bring 
in the way of travel. Last year there was charged to capital on Jasper Park, 
$199,000. | ; 
Mr. McLean (Melfort): That would be for a number of buildings? 
Sir Henry THoRNTON: Yes. 
The CuarrMAN: Any other questions? 
Mr. Geary: You have got a beautiful place there. 


The CuarrmMan: (Reading). 

338 Toan to the Canadian National (West Indies) Steamships, Limited, 
repayable on demand with interest at a rate to be fixed by the 
Governor in Council, upon such terms and conditions as the Governor 
in Council may determine, and to be applied in payment of:— 

: Deficits in operation of the Company and of the vessels under the Com- 

: pany’s control during the year ending December 31, 1929, and interest. 

ae Requirements $945,000. 

p Total $55,664,000. 

Sir Henry Tuornton: That you went over before. 


ss a Hon. Mr. Stevens: That was the West Indies Service. 
} 
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The CHAIRMAN: Item 339 reads:— 


Maritime FrercHtr Rares Act 


339 |Amount required to provide for pay- 
ment from time to time during the 
fiscal year 1929-30 of the difference, 
estimated by the Board of Railway 
Commissioners and certified by the 
said Board to the Minister of Rail- 
ways and Canals, as and when re- 
quired by him, occurring on account 34 
of the application of the Maritime Pips oF 

| Freight Rates Act, between the ne 
tariff tolls and the normal tolls (re- 
ferred to in Section 9 of the said Act) ? Ra 
on all traffic moved during 1929, ar 
under the tariffs approved, by the i 
following companies:— 
Atlantic Quebec & Western Rail- 
way 
aad & Gulf Terminal Railway 
Canadian Pacific Railway,  in- 
cluding Fredericton & Grand 
Lake Coal and Railway Co. 
New Brunswick Coal and Rail- 
way Company. : 
Cumberland Railway & Coal Co. 
Dominion Atlantic Railway. iy 
ae Coal Railway & Power 
10. 
Quebec Oriental Railway Co. 
Sydney & Louisburg pee 
Temiscouata Railway.. .......{ 1,050,000 00 | 1,050,000 00 


Hon. Mr. Stevens: How do you harmonize that with your $2, 060, 000? 
Mr. Henry: ‘This is under the Maritime Freight Rates Act. ey 
Hon. Mr. Stevens: Oh, I understand that. “a 


Mr. Geary: Do you happen to remember, Mr. Chairman, the amount 
paid in respect of the 20 per cent last year? 


Mr. Henry: I have not got that. 


Mr. Geary: That 20 per cent I think would be kept separate. I think, 
Mr. Stevens, the rest of your argument is good. 


The CuHariRMAN: Item 340 reads:— 


340 |Amount required to provide for the 
payment from time to time to the 
Canadian National Railway Com- 
pany of the deficit in receipts and 
revenues, occurring during the year 
1929, of the Eastern Lines, as pro- 
vided by the Maritime Freight 
Rates Act:— 
(a) Amount of the deficit (less that 
amount thereof as in the next 
following paragraph specifically 
Dae for) in the receipts and 
TEVEMUSE eae ens ts. eee 4,526,645 00 | 4,418,644 50 108,000 50 
(b) Aone of the deficit in receipts : 
and revenues occurring on 
account of the reduction in tolls 


under the application of the e Raita ribs 
“Maritime Freight Rates Act....| 2,060,000 00-| 1,930,000 00 | 130,000 00 eh oe 
7,636,645 00 | 7,398,644 50 | 238,000 50 soa 
ts 

Mr. Geary: That is being id out of the Consolidated Fund, is it not? Pts 


Sir Henry TuHornton: Yes. | * eae 


» 
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The CHairMAN: Carried. 


Summary: 


Loans to Canadian National Railway 
Company and Canadian National 


SSLOATISHT Le ut an a Nes gre MIN Gait weg 55,664,000 00 
Railways—Maritime Freight Rates 

GEER ee ee RAE oe Sie 7,636,645 00 

‘ 63,300,645 00 


—_————— ff le 


The CHarrMAN: Shall the estimates carry? 
Mr. Geary: It means you will have to get so much more this year, 


‘assuming it pays as well. 


The CHarrMAN: Carried. 

Sir Henry THorntToN: Does that finish everything now? 

“Hon. Mr. Stevens: Just wait a moment. Might I ask, Mr. Chairman, if 
this concludes the matter before the Committee? I am not saying that we are 
completely through. 

The CHAIRMAN: Altogether. 

Hon. Mr. Stevens: May I ask, then, that if there are any matters, which 
will not require, for instance, the attention of all the staff, you will call the Com- 
mittee together again at our request, for instance after we have studied it? 


The CHaIRMAN: We will have a field day when we come to consider the 
report. — 

Sir Henry THornton: You have everything now before you. 

Hon. Mr. Srevens: There is a great deal of information handed in, some 
of it of a complicated character. 

Sir Henry THornton: We have given vou all the information we have. 

Hon. Mr. Stevens: Personally I want ‘to pay a compliment to you, Sir 
Henry, for the completeness of the information which you have given and for 
the excellent manner in which your staff has the information at its finger-tips. 
I think, Mr. Chairman, Sir Henry and his staff are to be congratulated on that 
feature of it. But I would like to reserve a right to query Sir Henry or some of 
his officers on some of the major matters, after further thought. 

The CHairMAN: Then let us say that we will have another meeting to 
consider the report, and you will have the right to question the officers here as 
you may think fit. Then we will adjourn sine die to meet at the call of the 
Chair. 

Mr. McLean (Melfort): Then the officials would not need to be here? 

Hon. Mr. Stevens: Speaking for myself, and not speaking for the others, 
as far as I am concerned I will try to intimate if I think there are any par- 
ticular officials who should come. I do not want to trouble the whole staff 
again. Mr. Henry will be here. 

Sir Henry THornton: And you will notify Mr. Henry? 

Hon. Mr. Stevens: Yes, to be sure. 

Could we include, Mr. Chairman, before we adjourn, this statement in the 
record, which ig given me in answer to a question asked some time ago. 


The CHAIRMAN: Yes. 
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REPORTS OF THE COMMITTEE 


THIRD AND FINAL REPORT 


Tuurspay, May 30, 1929. 

The Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government, begs leave to present the following as its 
third and final report:— 

Your Committee, to which was referred for consideration and for report 
to the House the estimates on the Canadian National Railways, the Canadian 
Government Merchant Marine; the Canadian National West Indies Services, 
and the Maritime Freight Rates Act requirements, held ten meetings in the 
course of which it examined sundry witnesses, including: — 

Sir Henry Thornton, K.B.E., Chairman of the Board and President, C.N.R.; 

R. A. C. Henry, Deputy Minister of Railways and Canals; 

Gerard Rule, K.C., Vice-President of Legal Affairs, C.N.R.; 

id, ae Vice-President, Operation and Construction Departments, 

ON Reet 
A. T. Weldon, Vice-President, Insurance, Colonization and Telegraph 
Departments, C.N.R.; 

R. C. Vaughan, Vice-President, Purchases and Stores Department, C.N.R.; 

T. H. Cooper, General Auditor, C.N.R.; . 
T. Hazen, Assistant Chief Engineer, C.N.R.; 

U. Appleton, General Manager, Atlantic Region, C.N.R.; 

W. Fairweather, Bureau of Economics, C.N.R.; 

C. A. Matthews, of George A. Touche & Company, Chartered Accountants; 
~D. C. Grant, Vice-President, Finance Department, C.N.R.; 

D. O. Wood, Acting General Manager, Canadian Government Merchant 

Marine; 

J. P. Doherty, Traffic Manager, C.N. Steamships. 


s 


H. 
W. 


CANADIAN NATIONAL RAILWAYS 


Your Committee has had under consideration Item 336 of the estimates, 
which provides for loans or guarantees of $53,750,000 to the Canadian National 
Railway Company for the year ending December 3ist, 1929, these estimates 
having now for the second time been prepared on the basis of the full calendar - 
year. This coincides with the railway fiscal year and avoids overlapping and 
the tendency to confusion which existed when the annual report of the railway 
was on the basis of the calendar year and-the estimates on the basis of the 
federal fiscal year. ea 

Your Committee desires to point out that the annual statements this year 
are presented in a modified form, designed to meet suggestions by members of 
the Committee during its deliberations last year. 

These modifications consist of the inclusion under one cover of the operat- 
ing results of the Canadian National Railways exclusive of Eastern Lines, 
and of the Eastern Lines as defined under the Maritime Freight Rates Act, 
instead of the presentation of separate reports under separate covers as was done 
last year. pee 
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The annual report itself was divided into three sections as follows:— 


1. That containing the result of operations of the Canadian National Rail- 
ways exclusive of the Eastern Lines. oy 7 

2 That containing the result of operations of the Bastern Lines as: defined 
by the Maritime Freight Rates Act. 

3 A summary showing the income account of the system as a whole includ- 
ing Eastern Lines. 


Your Committee notes that the operating results for the year 1928 were 
much more favourable than those of the previous year, due to the larger crop 
and earlier harvest which permitted a large proportion of the 1928 crop to be 
moved during that year; the late harvest and inclement weather conditions in 
the fall of 1927, which threw a large percentage of the 1927 crop movement 
into 1928; and to increase in freight tonnage generally, and increase in the 


average haul, and an improvement in operating conditions made effective dur-_ 


ing the year. | | 
Your Committee called as a witness Mr. C. A. Matthews of the firm of 
George A. Touche and Company, Chartered Accountants, who, for some years, 
have been engaged in making a continuous audit of the accounts of the com- 
pany in order to enable them to certify as to the correctness of the consolidated 
balance sheet and income accounts as presented in the annual report. From 


Mr. Matthews’ evidence it appears that Messrs. George A. Touche and Com- | 


pany are entirely satisfied that the accounts as presented are in accordance with 
recognized practice In railway accounting, and that they reflect accurately the 
revenues received and expenditures made during the year, as well as additions 
to capital account. 


Your Committee gave some consideration to the question of temporary © 


financing. Officers of the railway explained that this temporary financing was 


strictly in accordance with the provisions of the Appropriation Act, and had 


Your Committee notes that the estimates for the present year, exclusive 


of Eastern Lines, amount to $53,750,000 as compared with $39,000,000 for 1928. 
The additional requirements are due to an increase in the amount of capital 
retirements of Canadian National Railways, Central Vermont Receivership Cer- 
tificate Retirements, and an increase in general additions and betterments due 


to expanding business. In view of the explanations given, your Committee is 


of the opinion that this amount is necessary for the purpose of the Company for 
the coming year and should be voted by this House. , 


CANADIAN NATIONAL WEST INDIES SERVICES 


Your Committee also had under consideration Item 338, loan to the Cana-— 


dian National (West Indies) Steamships, Limited, whose steamships provide the 
services called for by the West Indies Trade Agreement. Your Committee is 


informed that there has been considerable competition for this business and a _ 


tendency to lower rates, and that the first year’s operations may therefore not 


be quite as satisfactory as anticipated. Your Committee is of the opinion that 
the amount asked—$945,000—is necessary for the requirements of this service | 


in accordance with treaty obligations and should be voted. 
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CANADIAN GOVERNMENT MERCHANT MARINE 


Your Committee also had under consideration Item 337 of the estimates— 
loan to the Canadian National Steamships (Canadian Government Merchant 
Marine, Limited)—to be applied in payment of deficits in operation of the Com- 
pany and of the vessels under the Company’s control during the year ending 
December 31, 1929, and capital requirements, amounting in all to $969,000. 
Your Committee examined the report of operations for the year ending Decem- 
ber 31, 1928, and notes that the results have not been quite as favourable as those 
of the previous year, due to the highly competitive situation which resulted in 
the reduction of freight rates in certain directions with a resultant reduction in 
gross revenues. Your Committee also reviewed the balance sheet of the Com- 
pany and notes that the capital structure includes vessels at their original cost, 
whereas the present day value of this type of vessel is much below that at which 
the existing vessels are carried in the balance sheet. In view of this, your Com- 
mittee is of the opinion that the Government should give early consideration to 
the writing down of the capital structure of the Merchant Marine to a point 
more in keeping with the present actual value of the vessels. Your Committee 
is of the opinion, on the evidence adduced, that the amount of $969,000, included 
under Item 337 of the estimates, is required for the purposes of the Company and 
should be granted by this House. 


MARITIME FREIGHT RATES ACT 


Your Committee has had under consideration Item 340 of the estimates, 
to provide for the payment to the Canadian National Railway Company, as 
required by the Maritime Freight Rates Act, of the deficit in receipts and 
revenues, incurred during 1929, on Eastern Lines, the amount of the estimated 
deficit being $4,526,645, and in addition a sum of $2,060,000, representing the 
estimated amount by which the revenues of the Eastern Lines will be lessened 
during the coming year by the reduced rates granted under the Maritime Freight 
Rates Act in accordance with the recommendations of the Duncan Commission. 
By reason of the special considerations involved in the Maritime Railway situa- 
tion, with which the House is familiar, your Committee is of the opinion that 
_ these amounts are necessary to give effect to the Maritime Freight Rates Act 
in the operation of the Eastern Lines, and should be granted by this House. 

Your Committee has also had under consideration Item 339, to provide the 
sum of $1,050,000 from which privately owned railways operating in territory 
covered by the Maritime Freight Rates Act shall be reimbursed the difference 
_ between normal tolls and the special tolls provided by that Act. Your Commit- 
tee is of the opinion that this amount is necessary to implement the provisions 
of the Act in that regard and should be granted by this House. 

A copy of the evidence taken by your Committee is appended. 

All of which is respectfully submitted. 


EUGENE FISET, 
Chairman. 


_ Presented, 30th May, 1929. Concurred in, same day. 
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MINUTES OF PROCEEDINGS 


Houser or COMMONS, 7 
Wepnespay, May 29, 1929. 


The Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government met at 10.30 a.m. Sir Eugene Fiset, the 
Chairman, presided. 


Members present: Messrs. Duff, Dunning, Gray, Jelliff, McLean (Melfort), 
Milne, Stevens. e 


In attendance: Sir Henry Thornton, with members of his staff; also Mr. 
R. A. C. Henry Deputy Minister, and Major Anderson, of the Department of 
Railways and Canals. 


Answers were submitted in reply to a series of questions previously put by 


Hon. Mr. Stevens. These questions and answers are contained in the printed 
record of to-day’s proceedings. | 


Copies of a draft final report of the Committee were distributed, to which 
the Committee proceeded to give consideration. 


After discussion; it was agreed to present to the House a Third and Final 


Report, a copy of which appears in No. 9 of the printed Minutes of Proceedings 
and Evidence. | 2 


The Committee adjourned. 


JOHN T. DUN, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


Committee Room 375, 
House ofr Commons, 
WEDNESDAY, May 29, 1929. 


The Select Standing Committee on Railways and Shipping met at 10.30 
o'clock a.m., the Chairman, Sir HKugene Fiset, presiding. 


_. The Cuarrman: At the last meeting Mr. Stevens asked a series of ques- 
tions. I think the answers have been handed to him, and it is his desire that 
they be placed in the records of the Committee. 

Hon. Mr. Srevens: I will not bother to review them, but I want to say 
that apparently Sir Henry and his staff have handled the matter very satis- 
factorily, and they may be spread on the records as they are. So far as I 
am concerned, I am content. 


Question 1. On page 6 of the “ estimated Financial Requirements 1929” appears 

_ details of estimated sinking fund payments 1929, including eight separate 
issues with a total amount of “ estimated sinking fund payments 1929” of 
$1,044,801.47. Is this the total amount of sinking fund set aside for the 
retirement of securities (other than Equipment Bonds) for the year 1929, 
and are the securities named in this statement the only securities in rela- 
tion to which the sinking fund is set up? 


Answer. Yes, but the correct amount is $1 ,041,801.47. 


Question 2. On page 7 of the “ Estimated Financial Requirements 1929” appears 
a statement of nine series of Equipment Notes showing a total amount 
“estimated equipment principle payments 1929” of $6,316,400. 

(a) Is this sum included in the estimate for the year 1929-30 of $53,750,000? 

(6b) Will the sum of $53,750,000 be raised by the issue of new C.N.R. 
securities? 

(c) Are the items on page 7 the regular instalments of the Equipment Bond 
series set forth therein? 


Answer. (a) Yes. (b) Yes. (c) Yes. 


Question 3. On page 28 of the “Estimated Financial Requirements 1929 ” 
appears an item of $720,000 entitled estimated discount on securities to be 
issued in 1929, 15-year 44 per cent Equipment Trust series “K”. Wil] this 
item be included in the $53,750,000 provided in the estimates, and if so, will 
this also be paid from the proceeds of the new issue of C.N.R. Securities? 


Answer. Yes. 


Question 4. In the statement filed entitled “ details of new issues six years to 
December 31, 1928” appears a total figure of $284 663,256.60. How much 
of the proceeds of this grand total of new issues for the six-year period 
has been used for the retirement of maturing Equipment Trust Bonds or 
for the meeting of periodical instalments thereon? 


Answer. The total Equipment Principal payments made during the six-year 
~~ period was $41,891,400, which includes $10,800,000 paid into Sinking Funds 
on account of Series “EH” and Series “F”. | 
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BrancH LINE PROGRAM 


1. Will you please give a list of the last three year Branch line Program, with 
the amount estimated to be spent in each case? 


2. The amount already raised and spent with respect to each Branch Line? 
8 The amount estimated required to complete the project in each case? 


Answer to No. 1 —_— Answer to No. 2|/Answer to No. 3 


Amount spent 


: i Estimated Estimated 
List of Branches ce epeud (to on ak fo complete 
$ $ $ 
St. Felicien-Mistassini River: .. 2.05.72. oases tales 1,463,000 1,365,018 20 20,000 
Grand’Mere—East Burrills 3320) kote eee cs 1,683,000 1,711,645 86 -600, 000 
Weyburn-Radville. 225 ott oy cin ne re ae 570, 000 626,982 92 | Line complete 
Willowbrook, NEW oa. cc oa ee ie ere ae 616, 000 438,064 01 5,000 
Stursis-Peesangesy ois 208 sag eee ues icin Oe ae ee 3,395,000 1,868,618 42 1,425,000 
Peesane Northerly 335. oa ea eek ae 570,000 109,415 25 460, 000 
Shell brook Westerly 5202S Rin ga et ee ee eg 2,480,000 1,267,855 86 1,200, 000 
Turtleford 8.2 from: MOG a ee eee 1,130,000 762,236 50 175, 000 
Kindersley-Ghidden so oa cad ne te ere mien eee _ 640, 000 363,137 96 200, 000 
Spruce’: Lake Westerly 3.0903. Sheed sees eet ata an 990, 000 935,686 58 55,000 
Hudson Bay Jet: Southerly 2, Paes oa 1,088, 000 404,542 99 680, 000 
Mik Point Mastery so toe SERRE ON 745, 000 605,540 82 135, 000 
Ashmont-Bonny villes esi Aa a ee es ae 1,415,000 1,191,608 04 ~ 125,000 
Bretona-<Clover Bari uch fe te eee a naan mies 319,000 317,529 67 10,000 


ll 


4. A statement of the three year program provided for this year, including thes=- = 
purchase of existing railways, showing the amount in each case, and the ~— 
amount estimated to be required for each year? : 


Answer. 
Proposed New Lines. Estimated Cost 

Lake Verde-Pisquid.. .. 370,000 
Sunny Brae- Guysborough. . 3,500,000 
Brantford Cut-off.. ‘ie 1,350,000 
Carson Spur Extension. . 185,000 
Sudbury Basin Branch.. 1,850,000 
Melfort-Aberdeen.. . 2,800,000 
Central Butte Southwest erly. 1,800,000 

» Neidpath-Swift Current. 1,200,000 
Ridgedale Easterly. . 1,100,000 
Unity Southwesterly. . 1,750,000 
Hamlin-Glenbush.. .. re 150,000 eats 
St. Walburg- Bonnyville. . 4, 212, 000-25 Sika 
Alliance Southeasterly.. 2,952,000 Z ee 
Bulwark Easterly... Spe "875,000 i aa 
Hemaruka-Seapa.... ‘ .. 1,485,000 
Swift lars Tete Taune. ee 720,000 
Lulu Island. ee ee er ee ears - 4) 21,500,000: - ge 


Estimates of Expenditures for each of the three years have not as yet been made. 


Railways Purchased. 
Inverness Coal and ea ee OO 5 $10,000 
Kent Northern : Railway es cee fewer ah os Wore, Fee ete es eee 60,000 
jonehs Oriental Railway. Wis Ee SLey eh ge gin eae eee ee a > eae Ee 


-Purchase Price 


Atlantic, Quebec & Western Railway... 3,500,000 oe 
(a) Saint John and Quebec Railway.. .. 6,000,000 ae 
(b) Alberta Government Railway.. . . 7,790,000 = ie 

Quebec, Montreal and Southern Railway... 6,000,000 : 


St. John and Quebec Railway 


(a) No. immediate cash payment, but assumption of Debenture Stock $2,727, 977. 40 and 
balance to be applied in payment at maturity of Provincial Debentures. 


Alberta Government Railways e Ge ee siete 


(b) This amount is in cash spread over three payments. In wiaiven there is Oe eaten ee 
of $7,000,000 First Mortgage Debenture Stock and- $2,240,000 First Mortgage Gold Bonds, ae es 
of which is applicable to the Canadian National. 


Ae ago 
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The cash payment of $7,790.000 (the Canadian National share of the purchase price of 
$15,580,000) is payable in instalments as follows: $2,500,000 on delivery of possession, $2,500,000 
on June |, 1933, and $2,790,000 on June 1, 1939. 


Other Railways to be Acquired 

_, Payment in other cases will be made as provided by the several bills when vendors are in 

a position to give deeds free of all encumbrances. 

Question 5. On the statement filed entitled “‘ Retirement of funded debt six years 
to December 31, 1928” appears an item under year 1925 entitled Montreal 
Warehousing Company Bonds $864,000. 

(a) What are the names of the officers of this company. 


Answer. (a) Sir Henry W. Thornton, President, Mr. D. E. Galloway, Vice 
President, Arthur Wilson, Secretary, G. F. Ancrum, Treasurer. . 


Q. (b) The capital stock of the company, and by whom controlled? 
A. (b) Capital Stock of the company is $236,000 and the company is con- 
trolled by the Canadian National Railways. 
Q. (c) Has the company been re-organized recently? 
AS €c)=-No. 
Q. (d) The total amount of bonds outstanding? 
~ A. (d) Total amount of bonds outstanding in the hands of the public— 
$6,000. 
Q. (e) The total assets of the company? ; 
A. (e) $3,785,802.76 as per Balance Sheet December 31, 1928, attached. 
@. (f) How were the aforementioned bonds acquired and for what pur- 
pose? and when did the said bonds mature? 
A. (f) The bonds were acquired in the open market, as we found it profit- 
| able to do so. The bonds in question mature on April 1, 1936. 
Q. (g) Are the said bonds in default in any respect as regards mterest or 
-_- principal? 
A. (g) No. 


Question 6. In respect to the $40,000,000 borrowed from the Banks as stated in 
the President’s Report on page 8 of the Annual Statement: 

(a) When this sum was borrowed from the Banks what arrangement, if 
any, was made between the Minister of Railways, the Minister of 
Finance, the Banks and the Railway Company for the financing of 
the said $40,000,000? — 

Answer. (a) The Railway Company agreed with the Banks that the $40,000,000 

_ in question would be repaid to them out of the proceeds of an issue of 

securities to be made by the Railway when the time is considered 
opportune to make such an issue. 

Q. (6) Was any special arrangement made for the issue to the Banks 
under the Finance Act of legal tenders in connection with the said loan, 
and, if so, how much? : 

he {0} No. 

Hupson Bay RaiLway 


Question 1. Were tenders called for construction work on the Hudson Bay Rail- 
way during the past three years? 


Answer. Yes. 


. Question 2. How many tenders were received, and what was the figure in each 
instance? 


_ Answer. Seven. $1,270,100; $1,377,700; $1,388,300; $1,496,550; $1,836,150; $1,- 
$855,450; $1,899,100. Ae 
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Question 8. If the lowest tender was not accepted please give the reasons? 
Answer. Lowest tender accepted. 


Question 4, What portion of the work is being done by day labour? Or what 
portion on a cost plus basis, and if so, by whom is such work being per- 
formed? | 

Answer. Bridges, and culverts, telegraph line, tracklaying, ballasting, rehabili-_ 
tation, ete., being done by the Canadian National Railway forces. No por-. 
tion of the work let on cost plus basis. 


Question 5. How much money has been expended on the Hudson’s Bay Rail- 
way in each of the years 1923 to December, 1928, inclusive? 


Answer. See attached statement. 


Question 6. How much money has been expended at Fort Churchill in each of 
the years 1923 to December, 1928, inclusive? 


Answer. See attached statement. 


Question 7. What is the total amount spent on the Hudson’s Bay Railway, Fort 
Churchill and Port Nelson to date? 


Answer. See attached statement. 


Question 8. What amount is estimated to be required to complete the works 
and undertaking and make them ready for the shipment of grain and other 
cargo? 

Answer. The amount given as the cost of the completed works by Mr. Fred- 
erick Palmer is $7,860,613. ‘No further estimate has been made. 


Question 9. What amount is estimated to be required to provide suitable ships 
to make an economic demonstration of the Hudson’s Bay route to Europe, 
and how many ships will be required and their estimated cost? 


Answer. This aspect of the situation is being given attention, but definite con- 
clusions have not yet been reached. © 


Tur MONTREAL WAREHOUSING COMPANY 


Balance Sheet at December 31, 1928 


ASSETS 

VOL “Property Accoumts i) )2 sauna Gees iisiet or meetin $ 352,784 60 
706G: Canadian National Railwaysé.s4 5.6 sect « 870,723 73 
706D Canadian National) Realtiess. o> bet epee 914,591 44 
707° Dominion: of “Canada: Bondsecin 4 a) saciccste erntecue 1,501,983 58 
FOS) Chas SAS es eas A ead ee aa eC 7,774 85 
715° Accounts \Receiva bles. Susie 5 pcre eee: 14,943 78 

717. Interest Receivable—C.N. Realties .. .. .. .. $9,940 00 

SNR eee ei cee eee ons 16,972 48 

Mictory, Bonds.,.2250 each. 16,343 07 
43,255 55 
723. Rent Raid inv Advanceiio. oto oe osaig aes ene ¢. 336 67 
727 Unadjusted Debits—C.N. Realties .. .. .. .. 79,408 56 
$3,785,802 76 

LIABILITIES . % 
751 Oapital Stock—Held by C.N.R..... .. 0s. 2% $221,100 00 
: ly Ss) Parlier a ob etree: ben 14,900 00 
: 236,000 00 | 
755 Funded Debt-—Heid by C.N.R.. .. .. .. .. $994,000 00 
a ee PULL Cec tuna ot mteets 6,000 00 


1,000,000 00 


Bere 


im | Se 
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LIABILITIES—Concluded 


757 Canadian National Railways Advances... .. .. 1,045 02 
760 Miscellaneous Accounts Payable... .. .. .. .. 8,994 98 
766 Unmatured Interest Accrued... .. .. :. 1... 10,000 00 
PRR ee AMES ELLUM yu oie ho eh ie Ga egg a Dy pel Bie 
De AOCLBed — DENY CLA LIDI yi oot ee as Ce 117,313 16 


Appropriated Surplus: 
770 Proportion due Minority Shareholders. 152,483 33 
180); roportion, due GaN iro eo ee 2,262,687 59 


2,415,170 92 


$3,785,802 76 
CHATEAU LAURIER 


~ What has been the total cost of the Chateau Laurier, as shown in the books 
of the company? 


Question Answer 
(a) Cost of land? $100,000 (1909) for original bldg. 
(6b) Cost of old building? $2,608,000. 
(c) Cost of new wing now being $4,671,082.49 spent to March 31, 1929. 
constructed? 
(d) Estimated further amount to $1,328,917.51. 
complete? . 


$6,000,000 total cost new wing, includ- 
ing equipment and furnishings, of 
which 
$5,300,000 is chargeable to capital. 
$ 700,000 is chargeable to operation. 
(e¢) Cost of equipment, furnishings, $950,000, which is included in (c) and 
etc. (d) above. 


STATEMENT showing the amount of Expenditure made by the Department of 
Railways and Canals on the Hudson Bay Railway and Fort Churchill 
Terminal, fiscal years 1923 to 1928 inclusive, together with Total 
Expenditure to date on Hudson Bay Railway, Fort Churchill and Port 
Nelson Terminals. 


Hudson Fort Port 
—-— Bay Churchill Nelson Total 
Railway — Terminal Terminal 
Total expenditure from commence- 
ment to fiscal year 1922, inclusive..| 14,467,583 89 |................ 6,189,989 96 20, 657,573 85 
PABOML ear 1925 Seek oh ae Povaeehs ed BET SL APO eesti ote ent ero 27,802 56 67,920 77 
geet ei** LOE Na ae 2 pas: DACAAR tee Werke gs ees 24,621 93 346,901 03 
pipes LOO ea Be Bg oN, BOA LOR ARS bores eed 2,184 04 296, 342 52 
preety FS BLOW test Oh sere Over eee feet bi Ries 2 ois fs al Wiatageae Vm Hg peel 18,103 24 191,437 59 
ce BIS Cis oe A BA SR 2,808,549 31 17,307 46 11,880 91 2,837,737 68 
Aer ogs PU ICR ee Soe coe eae ag ee 2,674,224 57 880,643 30 364 76 3,554,503 11 
1 See BRU i ere ate Eon ase ~ 8,389,084 88 PSEC NB WBS ed 19 a GAS GOP ene 6,159,562 95 
past BUM Eesls52 Gowan cis aise 297,150 49 72 Nas NN Sa di Mia ON SS 319,860 70 
' (to April 30, 1929) —_— | | | 


c 
ment to April 30, 1929......,..... $24, 466,483 28 | $3,691,139 04 | $6,274,217 88 | $34,431,840 20 


~ Prepared, Audits Branch, Dept. Railways & Canals, 18/5/29. 


J The CHAIRMAN: I think every member of the Committee has a copy of the 
proposed final report. Is it the desire of the Committee that I should read the 
report item by item? 
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Hon. Mr. Stevens: I do not want to insist on that, but there are one or two 
questions I would like to ask. 

Hon. Mr. Dunnine: I suggest that apart from the preamble, we might 
read each section as something might occur to a member of the Committee as 
we go along. It is rather important. 

The CHarrMAN: (Reading) 


THIRD AND FINAL REPORT OF THE SELECT STANDING 
COMMITTEE ON RAILWAYS AND SHIPPING OWNED, 
OPERATED AND CONTROLLED BY THE 
GOVERNMENT 


The Select Standing Committee on Railways and Shipping owned, 
operated and controlled by the Government, begs leave to present the 
following as its third and final report: 


Your committee, to which was referred for consideration and for 
report to the House the estimates on the Canadian National Railways, the 
Canadian Government Merchant Marine, the Canadian National West 
Indies Services, and the Maritime Freight Rates Act requirements, held 
ten meetings in the course of which it examined sundry witnesses includ- 
ing:— 

Sir Henry Thornton, K.B.E., Chairman of the Board and President, 

C.N.R. 

R. A. GC. Henry, Deputy Minister of Railways and Canals. 

Gerard Rule, K.C., Vice-President of Legal Affairs, C.N.R. 

S. J. Hungerford, Vice-President, Operation and Construction Depart- - 

ments, C.N.R. 
A. T. Weldon, Vice-President, Insurance Colonization & Telegraph 
Departments, C.N.R. . 
R. C. Vaughan, Vice-President, Purchases and Stores Departments, 
C.N.R. | 

T. H. Cooper, General Auditor, C.N.R. 

H. T. Hazen, Asst. Chief Engineer, C.N.R. 

W. U. Appleton, General Manager, Atlantic Region, C.N.R. 

S. W. Fairweather, Bureau of Economics, C.N.R. : 

C. A. Matthews, of George A. Touche & Company, Chartered 

Accountants. 

D. C. Grant, Vice-President, Finance Dept., C.N.R. | 

D. O. Wood, Acting General Manager, Canadian Government Mer- 

chant Marine. 

J. P. Doherty, Traffic Manager, Canadian National Steamships. 


CANADIAN NATIONAL RAILWAYS 


Your Committee has had under consideration Item 336 of the esti-. 
mates, which provides for loans or guarantees of $53,750,000 to the Cana- — 
dian National Railway Company for the year ending December 31, 1929, 
these estimates having now for the second time been prepared on the basis 
of the full calendar year. This coincides with the railway fiscal year and — 
avoids overlapping and the tendency to confusion which existed when the 
annual report of the railway was on the basis of the calendar year and 
the estimates on the basis of the federal fiscal year. 7 ais, | 

Your committee desires to point out that the annual statements this 
year are presented in a modified form, designed to meet suggestions by 
members of the committee during its deliberations last year. These modi- 
fications consist of the inclusion under one cover of the operating results 
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on the Canadian National Railways exclusive of Eastern Lines, and of the 
Eastern Lines as defined under the Maritime Freight Rates Act, instead 
of the presentation of separate reports under separate covers as was done 
last year. 
The annual report itself was divided into three sections as follows: — 
1. That containing the result of operations of the Canadian National 
Railways exclusive of the Eastern Lines. 


2. That containing the result of operations of the Eastern Lines as 
defined by the Maritime Freight Rates Act. 


3. A summary showing the income account of the system as a whole 
including Eastern Lines. 


Your committee notes that the operating results for the year 1928 
were much more favourable than those of the previous year, due to the 
larger crop and earlier harvest which permitted a large proportion of the 
1928 crop to be moved during that year; the late harvest and inclement 
weather conditions in the fall of 1927, which threw a larger percentage of 

the 1927 crop movement into 1928; and to increase in freight tonnage 
generally, and increase in the average haul, and an improvement in oper- 
ating conditions made effective during the year. 

Your committee called as a witness Mr. C. A. Matthews of the firm of 
George A. Touche and Company, Chartered Accounts, who for some years, 
have been engaged in making a continuous audit of the accounts of the 

- company in order to enable them to certify as to the correctness of the 
consolidated balance sheet and income accounts as presented in the annual 
report. From Mr. Matthews evidence it appears that Messrs. George A. 
a Touche and Company are entirely satisfied that the accounts as presented 
‘hese are in accordance with recognized practice in railway accounting, and that 
they reflect accurately the revenues received and expenditures made during 
‘3 the year, as well as additions to capital account. 
aes Your committee gave some consideration to the question of temporary 
— financing. Officers of the railway explained that this temporary financing 
ie was strictly in accordance with the provisions of the Appropriation Act, 
) and had been undertaken because market conditions were not favourable 
to a bond issue. Such temporary financing had been arranged through the 
chartered banks of Canada at very favourable rates, and, in the opinion of 
the railway management, gave no cause for concern. 


Sir Henry THorntTon: I might say that since that was written $18,000,000 
of equipment trust was put out, and the indications seem to be that we are going 
to have very little, if any, serious trouble during the year and the relatively 
near future in disposing of the accumulation of temporary financing which we 
have. 

Hon. Mr. Stevens: Your market is getting better. 

Sir Henry THORNTON: Yes. 

The CHairMAN: (Reading) 

. Your committee notes that the estimates for the present year, exclu- 
sive of Eastern Lines, amount to $53,750,000 as compared with $39,000,000 
for 1928. The additional requirements are due to an increase in the 
amount of capital retirements of Canadian National Railways, Central 
Vermont Receivership Certificate retirements, and ah increase in general 
additions and betterments due to expanding business. In view of the 
explanations given, your committee is of the opinion that this amount is 

~ necessary for the purpose of the company for the coming AES and should 
be voted by this House. 


~ 
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CANADIAN NATIONAL West INpIEs SERVICES 


Your Committee also had under consideration Item 338, Loan to the 
Canadian National (West Indies) Steamships, Limited, whose steamships 
provide the services called for by the West Indies Trade Agreement. Your 
committee is informed that there has been considerable competition for this 
business and a tendency to lower rates, and that the first year’s operations 
may therefore not be quite as satisfactory as anticipated. Your com- 
mittee is of the opinion that the amount asked—$945,000.00—is neces- 
sary for the requirements of this service and should be voted. 


Hon. Mr. Strvens: There is just one suggestion. Would it not be better 
to say “Is necessary for the requirements of this service and to discharge 
treaty obligation”? Is that not a fact? 

Sir Henry THornTon: Yes, undoubtedly. 

The CHAIRMAN: There is no objection to that. 

Hon. Mr. Dunnine: It is a fact. 


Hon. Mr. Stevens: What I am getting at is that when you vote the 
$945,000 simply for the. requirements of the service, it sounds as if we were 
simply voting the money because it was asked; but it is necessary for this 
service, in order to discharge our treaty obligations with the West Indies and 
for the carrying out of our part of the West Indies treaty. 

Hon. Mr. Dunnine: The only objection I see—if it is an objection—is the 
fact that the treaty obligation could’ be carried out in another way, by subsi- 
dizing steamships. I forget the bids we had when we endeavoured to deal 
with it in that way, but they were higher than this amount, if my memory 
serves me right. 

Sir Henry THornton: It makes a better picture. 

Hon. Mr. Dunntne: I have no objection to putting that in. 


Sir Henry Tuornton: I think it makes a better picture. As a matter of 
fact, it is an absolutely correct statement, because the genesis of this whole 
thine is the treaty. 


The CHatrRMAN: (Reading) 


CanapIAN Nationa West INnpiEs SERVICES 


Your Committee also had under consideration Item 338, Loan to 
the Canadian National (West Indies) Steamships, Limited, whose steam- 
ships provide the services called for by the West Indies Trade Agree- 
ment. Your committee is informed that there has been considerable 
competition for this business and a tendency to lower rates, and that 
the first year’s operations may shewetace not be quite as satisfactory as 
anticipated. Your committee is of the opinion that the amount asked— 
$945,000—is necessary for the requirements of this service (in accordance 
with treaty obligations) and should be voted. | 


CANADIAN GOVERNMENT MeEercHANT MarINE 


Your Committee also had under consideration Item 337 of the esti- 
mates—Loan to the Canadian National Steamships (Canadian Govern- 
ment Merchant Marine, Limited) to be applied in payment of deficits i in 
operation of the company and of the vessels under the company’s control 
during. the year ending December 31, 1929, and capital requirements, 
amounting in all to $969,000. Your committee examined the report on 
operations for the year ending December 31, 1928, and notes that the 
results have not been quite as favourable as those of the previous year, 
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due to the highly competitive situation which resulted in the reduction 
of freight rates in certain directions with a resultant reduction in gross 
revenues. Your committee also reviewed the balance sheet of the com- 
pany and notes that the capital structure includes vessels at their original 
cost, whereas the present day value of this type of vessel is much below 
that at which the existing vessels are carried in the balance sheet. In 
view of this your committee is of the opinion that the government should 
give early consideration to the writing down of the capital structure 
of the Merchant Marine to a point more in keeping with the present 
actual value of the vessels. Your committee is of the opinion, on the 
evidence adduced, that the amount of $969,000, included under Item 337 
of the estimates, is required for the purposes of the company and should 
be granted by this House. 


Hon. Mr. Stevens: There is just one question I would like to ask Sir Henry 
Thornton. It is with regard to the Australian service. I notice that advertise- 
ments are out by the Trade and Commerce Department for tenders to put on a 
freight service between Vancouver and Pacific coast points and Australia a ser- 
vice which up to some months ago was carried on by the Canadian Government 
Merchant Marine. Are you going to tender for that? 


Sir Henry THorntTon: I must admit I have not received that advertise- 
ment. 


Hon Mr. Stevens: I received a copy in the mail from some source, I pre- 
sume a matter of courtesy on the part of the Department. 


Sir Henry THornton: That may be. I have been away so much lately, 
but I would not be surprised if it had come into the office and been sent to the 
Merchant Marine for an opinion. 

Hon. Mr. Srnvens: If we are paying subsidies, if we can pay them to the 
Canadian Government Merchant Marine and thus overtake any handicap under 
which you are labouring, it will be better than to give this to outside companies. 

Sir Henry THornton: That is right. 

Mr. Durr: Is there not a subsidy now for Australia? 

Hon. Mr. Stevens: There is the regular mail subsidy. That is, of course, a 
fast passenger service—a very fine service. There are two vessels, the Auriniga 
and the Niagara. Now they are calling for tenders for a freight service. 

Sir Henry TuHornton: It may be that we have not the ships. I do not 
know offhand. I will have to look into it, 

Hon. Mr. Stevens: Let me say this: it was very deeply appreciated by all 
the shippers on the coast—the service you did give with these very ships. It 
seemed to be entirely satisfactory. 

Hon. Mr. Dunnine: It was not very profitable. 

Hon. Mr. Srevens: I understand that it was not profitable; therefore it 
was stopped. Now the government proposes giving a subsidy to someone, and 
I suggest that it should be to the Canadian Government Merchant Marine. 


__ Sir Henry Tuornton: Mr. Dunning reminds me that Hon. Mr. Malcolm 
did say something about it, but I cannot recall it. I will have to look into it. 


Hon, Mr. Stevens: It should be paid to the Canadian Government Mer- 
chant Marine, if possible. 


Mr. Durr: If they have the ships. 
Hon, Mr. Dunntne: I might say that Mr. Malcolm always does discuss 


with me and with Sir Henry Thornton and his officers any move which is under 
contemplation with respect to subsidies, 
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Hon. Mr. Srevens: There are one or two things to keep in mind. First, 
there is the very large quantity of goods going from Canada, particularly from 
eastern Canada, consisting of automobiles, automobile parts, and machinery of 
various kinds, being shipped to Australia. It goes across on the Transcontinental 
lines and it is good business for both the Canadian railways and the manu- 
facturing interests of Canada. Secondly, there is a big lumber business. 

The United States government is now subsidizing ships from the Pacific 
coast to carry lumber to Australia in competition with our British Columbia 
lumbermen. That is a big business, and naturally we on the coast are anxious 
to keep all that business that we can, and if by subsidizing, such as the Trade 
and Commerce Department proposes, or through the Canadian Government Mer- 
chant Marine, or the two combined, we can get that service, it will be in the 
interests of the country at large. 


Sir Henry THORNTON: Sure. 


Hon. Mr. Stevens: I just wanted, while we were discussing that clause, 
to bring that to the attention of Sir Henry Thornton so that his officers might 
get in touch with the Department of Trade and Commerce and go into it with 
some care. 


The CHAIRMAN: (Readine) 


MarRiItTIME FrReigHT Rates AcT 


Your committee has had under consideration Item 340 of the esti- 
mates, to provide for the payment to the Canadian National Railway 
Company, as required by the Maritime Freight Rates Act, of the deficit 
in receipts and revenues, incurred during 1929, on Eastern Lines, the 
amount of the estimated deficit being $4,526,645, and in addition, a sum 
of $2,060,000 representing the estimated amount by which the revenues 
of the Bastern Lines will be lessened during the coming year bv the 
reduced rates granted under the Maritime Freight rates Act in accord- 
ance with the recommendations of the Duncan Commission. By reason 
of the special considerations involved in the Maritime Railway situation, 
with which the House is familiar, your committee is of the opinion that 
these amounts are necessary to give effect to the Maritime Freight Rates 
Act in the operation of the Eastern Lines, and should be granted by this 
House. 

Your committee has also had under consideration Item 339 to pro- 
vide the sum of $1,050,000 from which privately owned railways oper- 
ating in territory covered by the Maritime Freight Rates Act shall be 
reimbursed the difference between normal tolls and the special tolls pro- 
vided by that Act. Your committee is of the opinion that this amount 
is necessary to implement the provisions of the Act in that regard and 
should be eranted by this House. 

Hon. Mr. Srevens: May I go back to the preceding paragraph, the last 
sentence: “ By reason of the special considerations involved in the maritime 
railway situation, with which the House is familiar, your Committee is of the 
opinion that these amounts are necessary to give effect to the Maritime Freight 
Rates Act in the operation of the Eastern Lines, and should be granted by this 
House.” Is that: correct? What is necessary to give effect to the Maritime < 
Freight Rates Act is $2, 060, 000. 

Hon. Mr. DunninG: The other item. is spoon called for by the terms 
of the Maritime Freight Rates Act. 


Hon. Mr. Stevens: The deficit? 
Hon. Mr. DUNNING: Yes. 


Hon, Mr. STEVENS: Quite right, one is ‘the 20 per cent retuchae and the 
other is the deficit. 
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The CHarrMan: Are there any comments on the report? 

Sir Hunry THorntTon: There is just one other point, which will be probably 
a matter of comfort to the Committee as it is to myself, that our net earnings 
for this year are showing a net increase of about 18 per cent over last year. 
And, having regard to the fact that last year was an exceptionally good year, it 
will be perhaps a better performance than appears on the face of it. And the 
Indications this year are that the crop for this year will not be a failure. So 
that I look forward with a good deal more confidence to our financial results 
for this year than I did three months ago. 

Hon. Mr. STeveNs: That is comforting. 

The CHatrMAN: Shall the report carry? 

Carried. 


Thank you very much, gentlemen, for your attendance and support. 


The Committee adjourned. 


